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Tm: Bi sinfss oi- Gfnfsc o 


Founded in 1924 in Nashville, Tenn., Genesco Inc. manufactures, sources, markets and 
distributes branded shoes and hoots. The Company’s owned and licensed footwear brands 
of ongoing operations, sold through both wholesale and retail channels of distribution, 
include Johnston & Murphy, Dockers and Nautica shoes and Laredo, Code West and 
Larry Mahan boots. 

Genesco products are sold at wholesale to more than 5,000 retailers, including a number 
of leading department, discount and specialty stores and at retail through the Company's 
own network of 463 retail shoe stores, including Johnston & Murphy, Jarman, Journeys, 
Factory To You and Boot Factor)* stores, and leased shoe departments. Genesco products 
are supplied from the Company’s own manufacturing facilities as well as a variety of overseas 
and domestic sources. 
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Financial Highlights 

Genesco Inc. and Consolidated Subsidiaries 


Percent 



1996 

1995 

Change 

For the Year: 

Net sales 

$ 434 , 575,000 

$462,901,000 

(6%) 

Loss before discontinued 
operations 

$ ( 4 , 281 , 000 ) 

$(18,514,000) 

77% 

Net earnings (loss) 

$ 10 , 071,000 

$(81,192,000) 

- 

Loss per common share before 
discontinued operations 

$ (. 19 ) 

$ (.77) 

75% 

Net earnings (loss) per share 

$ .40 

$ (3.35) 

- 

At Year End: 

Working capital 

$ 108 , 135,000 

$100,731,000 

7% 

Long-term debt 

$ 75 , 000,000 

$ 75,000,000 

0 % 

Shareholders' equity 

$ 33 , 905,000 

$ 29,393,000 

15% 

Shares outstanding 

24 , 356,000 

24,344,000 

0 % 

Book value per share 

$ 1.04 

$ .87 


Approximate number of common 
shareholders of record 

12,000 

14,000 
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Leiter to Shareholders 


Fiscal 1996 was a year of solid progress for Gcncsco. During the year, we were able 
to shift our strategic emphasis from divestitures and restructuring to the profitability and 
growth of our core footwear operations. We are now focused on building market share and 
improving our sales and profit margins. While we still have a way to go, we see some 
encouraging signs. 

Our financial results for Fiscal 1996, presented in detail on the following pages, are 
the best evidence of improvement. Net sales from ongoing operations increased 4% to $403.8 
million versus $386.9 million a year ago. Pretax earnings from ongoing operations were $10.1 
million, a fivefold increase compared with Fiscal 1995. Our ongoing businesses all posted 
operating profits for Fiscal 1996. Net earnings for the year totaled $10.1 million, or $0.40 per 
share. This compared with a net loss of $81.2 million, or $3.35 per share, in Fiscal 1995, 
which included $82.1 million, or $3.37 per share, of restructuring and other charges and a 
provision for discontinued operations. 

Our ongoing retail businesses - Jarman, Journeys, Johnston & Murphy, Boot Factory, 
Factory to You and J&M Factory stores - averaged 6% same store sales growth and 4% overall 
growth for the year, the latter from approximately 4% fewer stores. Our Journeys retail chain, 
a fashion forward teenage mall concept, had 12% same store sales growth. The success of our 
retail divisions in a soft retail economy was particularly exciting to us. We view these 
operations as holding Genescos greatest near term potential for internal growth. 

Our ongoing wholesale operations also had an excellent year with a 5% sales increase 
compared with a year ago. 

Johnston & Murphys wholesale operations led the pack with a 9% sales gain. The 
divisions challenge for this year is to increase the brand's significance in the casual and dress 
casual markets while building on its solid reputation for mens traditional dress shoes. 

Our Nautica Footwear business grew substantially last year and has exciting plans for 
this year. It is adding dress casual and young mens lines, which will start shipping this fall, to 
its already strong spring canvas and fall outdoor hoot offerings. The reception of the new lines 
by retailers has been encouraging. Nautica also plans to add a competition athletic line this 
fall complementing the new Nautica competition apparel concept and a new women’s footwear 
line next year. 

Dockers Footwear enjoyed solid growth in sales and profitability. Dockers Footwear 
was recently named by Sears as one of its outstanding “Partners in Progress,’' a distinction we 
arc proud of. With the recently announced license renewal with Levi Strauss & Co. and a new 
manufacturing and distribution agreement in Mexico, we see continued opportunities lor this 
brand. 

Volunteer Leather Company, our leather tanning and finishing business, had a strong 
year. It enjoys perhaps the preeminent position as a supplier of leather for U..S. military 
footwear and is now challenging itself to become a stronger player in the civilian market. 

The western boot market as a whole remains challenging. Nonetheless, we believe 
our Laredo hoot operations have improved their position by increasing market share and 
entering new segments of the western hoot market despite the recent down cycle in the 
industry. According to published reports, the total U.S. western boot industry sold 20% fewer 
pairs of boors in 1995 than in 1994. Laredo's unit sales showed no decline in the same period. 
Early in the year, Laredo successfully launched PerformAir, a line of all day comfort 
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Letter to Shareholders 


performance ropers combining lightweight comfort with western styling. Genesco introduced 
its Larry Mahan western boots at a Denver trade show in January and shipments are just 
underway. These high-end, authentic western boots were well received by western retailers. 

The signs of improvement at Genesco are reflected in more than the numbers and 
our business strategies. 

In Fiscal 1996, we worked hard to improve the way we do business and the way we 
work together as a team. We focused on becoming more responsive to customer needs and 
improved efficiency and effectiveness at all levels of our operations. The senior management 
team set specific, strategic goals for the Company and came together regularly throughout the 
year to check, challenge and support each other in pursuing those goals. We believe the results 
are evident in the bottom line for the year and we now are implementing this process with all 
of our employees throughout the Company 

We agreed on a single mission for Genesco - to become the most customer-focused 
company in the footu>ear industry ; with consistent performance in the top quartile as measured by 
market share , sales growth, return on assets employed and operating income. In addition, with input 
from across the Company we have identified our core competencies - marketing, product 
development, logistics, and customer service - as vehicles necessary to fulfill this mission. 

It has been good to see increased enthusiasm, shared vision and, most notably a 
renewed commitment to win across the organization. This has translated into some of the 
most exciting product lines and creative thinking in recent years at the Company. We have an 
outstanding stable of brands at Genesco and talented management who know our industry 
well and are working together to maximize the potential of each of our brands. 

As we announced earlier in the year, I plan to remain in my role as chairman, 
president and chief executive officer through this fiscal year. We also announced that Neale 
Attenborough, president of our Laredo Boot Company and Ben Harris, president of Genescos 
retail operations, have been named executive vice presidents - operations. These, along with 
the other senior management appointments we announced at the time, represent a significant 
step for the Company as we build a long term management structure and lay the groundwork 
for the future. 

T he financial results reported on the following pages are tangible evidence of 
improvement. Although we are pleased with these signs, we continue to refine our processes 
and focus on what it takes to build and maintain consistent profitability for our shareholders. 
Our recent past, as the discussion that follows demonstrates, cautions that success is not 
guaranteed. But we are committed to learning, avoiding major pitfalls and continuing the 
progress that began last year. We look forward to reporting to you on our success. 

Sincerely 



David M. Chamberlain 

Chairman, President and Chief Executive Officer 
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Management's Discussion and Analysis of Financial Condition and Rlsui i s of On rations 

Genesco Inc. and Consolidated Subsidiaries 


The following discussion includes certain forward-looking statements. Actual results could differ materially from 
those reflected by the forward-looking statements in the discussion and a number of factors may adversely affect 
future results, liquidity and capital resources. These factors include softness in the general retail environment, the 
timing and acceptance of products being introduced to the market, international trade developments affecting 
Chinese and other foreign sourcing of products, as discussed in greater detail below, the outcome of various litigation 
and environmental contingencies, including chose discussed in Item 3, Legal Proceedings and in Note 18 to the 
Consolidated Financial Statements, the solvency of the retail customers of the Company, the level of margins 
achievable in the marketplace and the ability to minimize operating expenses. They also include possible continued 
weakening of the western boot market, which has experienced a somewhat prolonged down cycle. Many western boot 
retailers are thinly capitalized. Continued weakness in demand for western boots could result in the failure of those 
retailers and, consequently, the erosion of the Company’s customer base. Although the Company believes it has the 
business strategy and resources needed for improved operations, future revenue and margin trends cannot be reliably 
predicted and the Company may alter its business strategies during Fiscal 1997. 

Significant Developments 

Fiscal 1995 Restructuring 

In response to worsening trends in the Company’s men’s apparel business and in response to a strategic review 
of its foorwear operations, the Company’s board of directors, on November 3, 1994, approved a plan (the “1995 
Restructuring”) designed to focus the Company on its core footwear businesses by selling or liquidating four businesses, 
two of which constituted its entire men’s apparel segment. The ongoing businesses, after implementation of the 1995 
Restructuring, include the manufacture or sourcing, marketing and distribution of foorwear under the Johnston 6t 
Murphy, Laredo, Code West, Larry Mahan, Dockers and Nautica brands, the tanning and distribution of leather by 
the Volunteer Leather division and the operation of Jarman, Journeys, Johnston & Murphy, Boot Factory and Factory 
To You retail footwear stores. 

The 1995 Restructuring provided for the following: 

1995 Restructuring Charge 

• Liquidation of the University Brands childrens shoe business, 

• Sale of the Mitre Sports soccer business, and 

• Facility consolidation costs and permanent work force reductions. 

1995 Restructuring Provision 

• Liquidation of The Greif Companies men’s tailored clothing business, and 

• Sale of the GCO Apparel Corporation tailored clothing manufacturing business. 

In connection with the 1995 Restructuring, the Company recorded a combined charge of $90.7 million in the third 
quarter of Fiscal 1995, of which $22.1 million (the “1995 Restructuring Charge”) related to University Brands and 
Mitre and facility consolidation costs and permanent work force reductions and $68.6 million (the “1995 Restructuring 
Provision”) related to Greif and GCO Apparel, which constituted the entire men’s apparel segment of the Company’s 
business, and is therefore treated for financial reporting purposes as a provision for discontinued operations. 

In the fourth quarter of Fiscal 1995, the 1995 Restructuring Provision was positively adjusted by $10.5 million, 
reducing the $68.6 million provision for future losses of discontinued operations to $58.1 million. The adjustment 
reflected the favorable consequences of a transfer, not anticipated at the time the provision was recorded, of a licensing 
agreement for men’s apparel to another manufacturer. The transfer resulted in realization of inventory and accounts 
receivable balances on more favorable terms than anticipated, assumption of piece goods commitments by other 
manufacturers and cancellation of minimum royalty requirements under the transferred license. 
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Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Genesco Inc. and Consolidated Subsidiaries 


In the first quarter of Fiscal 1996 the Company recorded an additional restructuring charge of $14.1 million 
relating to the 1995 Restructuring. The additional restructuring charge reflected the lowering of anticipated proceeds 
from the sale of the Mitre Sports soccer business. In addition, the 1995 Restructuring Provision was adjusted by an 
additional reversal of $12.7 million. The reversal reflected primarily (1) an agreement during the quarter providing lor 
the resolution of a long-term lease liability on terms more favorable than were anticipated when the 1995 Restructuring 
Provision was established, (2) better than anticipated realization of inventories and accounts receivable as the remaining 
Greif inventory was liquidated in the first quarter of Fiscal 1996 and (3) lower than anticipated union pension 
liability, which the union pension fund determined and announced to the Company during the quarter. 

Throughout the remainder of Fiscal 1996, the Company recognized additional reductions to the 1995 Restructuring 
Charge and Provision of $1.7 million as actual events differed from the original estimates. 

The transactions provided for in the 1995 Restructuring were substantially complete as of January 31, 1996 and 
the Company does not expect any material future adjustments arising from the completion of the 1995 Restructuring. 
The 1995 Restructuring Charge, as adjusted, provided for the elimination of 464 jobs in footwear operations to 
be divested or consolidated and in staff positions to be eliminated, of which 457 jobs had been eliminated as of 
January 31, 1996. The divestiture of the University Brands business was completed in February 1995. The operations 
of The Greif Companies have ceased, its inventories and equipment have been liquidated and its last major remaining 
long-term lease liability was resolved in June 1995. The Company’s GCO Apparel Corporation was sold in June 
1995. The Company’s Mitre Sports soccer business was sold in August 1995 with cash proceeds to the Company 
of approximately $19.1 million, including repayment of intercompany balances. 

In the third quarter of Fiscal 1996, the Company recorded a charge of $978,000 from the adoption of a new 
accounting standard relating to impaired assets which is included in the ‘"Restructuring and other charges” line on the 
Consolidated Earnings Statement. See Note 1 to the Consolidated Financial Statements. 

Revolving Credit Agreement 

On January 5, 1996, the Company entered into a revolving credit agreement with two banks providing for loans 
or letters of credit of up to $35 million. The agreement expires January 5, 1999. This agreement replaced a $50 million 
revolving credit agreement providing for loans or letters of credit. See “Liquidity and Capital Resources” and Note 10 
to the Consolidated Financial Statements. 

International Trade Developments 

Manufacturers in China have become major suppliers to Genesco and other footwear companies in the United 
States. In Fiscal 1997 the Company expects to import approximately 18% of purchases from China. In addition to the 
products the Company imports, many of the Company’s suppliers import a significant amount of their products from 
China. The United States has threatened trade sanctions of up to $2 billion if China does not do more to stop piracy 
and other intellectual property violations. In addition, annual renewal of China’s most-favored-nation trading status is 
also under review by the United States. Failure of the United States government to continue to grant rnost-favored- 
nation treatment to China would raise duties and significantly increase the cost of footwear and other products 
imported from China into the United States. It could also materially affect the Company’s ability to source those 
products from other countries, because the Company would have to compete with other footwear companies, some 
of whom buy substantially greater quantities and have substantially greater resources, for productive capacity in other 
low labor cost countries. While the Company’s divisions are developing contingency plans in case of negative 
developments in Chinese sourcing, there can be no assurance that such developments would not have a material 
adverse effect on the Company’s business. 
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Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Genesco Inc. and Consolidated Subsidiaries 


Results of Operations - Fiscal 1996 Compared to Fiscal 1995 

The Company’s net sales from continuing operations (including both ongoing operations and the operations 
divested as part of the 1995 Restructuring) for the fiscal year ended January 31, 1996 decreased 6.1% from the 
previous year, reflecting lower sales from the divested operations. Net sales from ongoing operations increased 4.4% 
from the previous year. Iotal gross margin for the year decreased 0.1% but increased as a percentage of net sales from 
37.4% to 39.8%. Selling and administrative expenses decreased 7.0% and decreased as a percentage of net sides from 
35.9% to 35.6%. The pretax loss for Fiscal 1996 was $4,256,000, compared to a pretax loss of $17,757,000 for Fiscal 
1995. The pretax loss for Fiscal 1996 includes a $14.1 million net increase in the 1995 Restructuring Charge, and a 
$978,000 charge for impaired assets due to the implementation of SFAS No. 121 (see “Changes in Accounting 
Principles” and Note 1 to the Consolidated Financial Statements) and recognition of a $1.8 million gain from the 
favorable resolution of a claim relating to import duties. Fiscal 1995 pretax loss includes the $22.1 million 1995 
Restructuring Charge and recognition of $4.9 million of additional gain on the sale in 1987 of the Company s 
Canadian operations following the settlement of certain claims arising out of that transaction. I he Company reported 
net earnings of $10,071,000 ($0.40 per share) for Fiscal 1996 compared to a net loss of $81,192,000 ($3.35 per 
share) for Fiscal 1995. Fiscal 1996 net earnings includes, in addition to the 1995 Restructuring Charge adjustment 
and the charge for impaired assets, a positive adjustment of $14.4 million to the 1995 Restructuring Provision. 

Fiscal 1995 net loss includes, in addition to the 1995 Restructuring Charge, $58.1 million for the adjusted 1995 
Restructuring Provision. See Note 2 to the Consolidated Financial Statements and “Significant Developments—Fiscal 
1995 Restructuring.” 


Footwear Retail 


Fiscal Year 

Ended January 31, % 

1996 1995 Change 


Net Sales 

Operating Income before Restructuring and Other Charges 
Restructuring and Other Charges 
Operating Income 
Operating Margin 


(In Thousands) 
$ 243,303 $234,448 

$ 18,859 $ 17,161 

$ ( 978 ) $ (236) 

$ 17,881 $ 16,925 

7 . 3 % 7 . 2 % 


3.8% 

9.9% 

(314.4)% 

5.6% 


Primarily due to an increase in comparable store sales of approximately 6%, net sales from footwear retail 
operations increased 3.8% for Fiscal 1996 compared to Fiscal 1995, despite the operation of 6% fewer stores in Fiscal 
1996. The average price per pair for Fiscal 1996 increased 8% as compared to Fiscal 1995, while unit sales were down 
4%, because of heavy discounting during Fiscal 1995 in connection with the closing of 39 retail stores as part of a 
restructuring plan adopted in the fourth quarter of Fiscal 1994 (the “1994 Restructuring ). 

Gross margin as a percentage of net sales decreased from 50.5% to 49.2%, primarily from price pressures on 
branded products and changes in product mix to more branded products as well as increased markdowns to stimulate 
sales in the Company's boot outlets. Operating expenses decreased approximately 1%, primarily due to the operation 
of fewer stores as a result of the 1994 Restructuring (see Note 2 to the Consolidated Financial Statements) and 
decreased as a percentage of net sales from 43.7% to 41.5%. In addition to the operation of fewer stores, expenses 
were down due to job eliminations as part of the 1995 Restructuring and lower selling salaries. 

During the third quarter in Fiscal 1996, the Company implemented SFAS No, 121, resulting in a $978,000 charge 
to retail earnings. See “Changes in Accounting Principles.” 
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Management's Discussion and Analysis of Financial Condition and Results of Operations 

Genesco Inc. and Consolidated Subsidiaries 


Footwear Wholesale & Manufacturing 

Fiscal Year 

Ended January 31, % 



1996 

1995 

Change 


(In Thousands) 


Net Sales 

$ 191,272 

$228,453 

(16,3)% 

Operating Income before Restructuring and Other Charges 

$ 12,892 

$ 8.473 

52.2% 

Restructuring and Other Charges 

$( 14 , 146 ) 

$ (20,578) 

31.3% 

Operating Loss 

$ ( 1 , 254 ) 

$(12,105) 

89.6% 

Operating Margin 

( 0 . 7 )% 

(5.3)% 



Net sales from foorwear wholesale and manufacturing operations were $37.2 million (16.3%) lower in Fiscal 1996 
than in Fiscal 1995, reflecting primarily lower sales from the operations divested as part of the 1995 Restructuring. 
Sales from ongoing operations were up 4.5%, reflecting primarily increased men’s branded footwear and tanned leather 
sales, which more than offset the continuing trend of decreased sales of western boots, primarily attributable to lower 
selling prices. 

Gross margin as a percentage of net sales increased from 23.9% to 27.8%, primarily from improved manufacturing 
utilization including efficiencies resulting from the closing of a footwear plant in February 1995 as pan of the 1995 
Restructuring. 

Operating expenses decreased 14.6%, primarily from the divestiture of University Brands in January 1995 and 
Mitre Sports in August 1995, but increased as a percentage of net sales from 22.2% to 22.7%, primarily because of 
the low r er sales in operations to be divested and increased bad debt and royalty expenses. 

For Fiscal 1995, the University Brands and Mitre Sports businesses that were disposed of in the 1995 Restructuring 
had net sales of $74.8 million and operating loss before Restructuring Provision of $0.2 million. The operating loss is 
for the nine months ended October 31, 1994, since the operating results subsequent to October 31, 1994 were charged 
against the Restructuring Provision. 

Included in the operating income from ongoing operations before restructuring and other charges for Fiscal 1996 
is a one-time gain of $1.8 million from the favorable resolution of a claim relating to import duties. The increase in 
operating income before restructuring and other charges and the import duty claim, excluding $0.2 million of divested 
operations’ operating loss for Fiscal 1995, is due primarily to increased sales of men’s branded products and tanned 
leather and to improvements in gross margin and expense reductions due to the 1995 Restructuring. 

Discontinued Operations 

On November 3, 1994, in response to worsening trends in the Company’s men’s apparel business, the Company’s 
board of directors approved a plan to exit the men’s apparel business. See “Significant Developments-Fiscal 1995 
Restructuring” and Note 2 to the Consolidated Financial Statements for information regarding the discontinuation of 
this business segment. Net sales and operating loss of the men’s apparel segment in Fiscal 1995 prior to the decision 
to discontinue were $81.8 million and $4.5 million, respectively. 
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Management's Discussion and Analysis of Financial Condition and Results of Operations 

Genesco Inc. and Consolidated Subsidiaries 


Corporate and Interest Expenses 

Corporate and other expenses in Fiscal 1996 were $11.2 million, compared to $15.5 million in Fiscal 1995, 
a decrease of approximately 28%. Included in corporate and other expenses in Fiscal 1996 are provisions of $1.0 
million for environmental litigation. Included in Fiscal 1995’s corporate and other expenses are provisions of $1.4 
million for environmental litigation and $2.3 million of severance costs, $1.3 million of which related to the 1995 
Restructuring. The decrease in corporate expenses, excluding the above provisions, is attributable primarily to lower 
professional tees. 

Interest expense decreased $1.6 million, or 14%, from last year because of a decrease in borrowings, while interest 
income increased $682,000 from last year due to increased short-term investments. Borrowings under the Company’s 
revolving credit facility during Fiscal 1996 averaged $181,000 compared to average borrowings of $28.4 million 
last year. 

Other Income 

Operating results of footwear businesses to be divested pursuant to the 1995 Restructuring are included in the 
Company’s net sales, cost of sales and selling and administrative expenses. The net operating losses or gains incurred 
by these operations subsequent to the decision to divest are charged against the restructuring reserves established to 
provide for such losses or gains. The elimination of these losses from the Company’s results of operations for Fiscal 
1996 is presented as other income in the Consolidated Earnings Statement. Such operating losses totaled $1.3 million 
in Fiscal 1996. Such operating losses totaled $5.5 million for Fiscal 1995 which included operating results of stores 
identified for closure pursuant to the 1994 Restructuring. Also included in other income for Fiscal 1996 is a 
$1.8 million gain from the favorable resolution of a claim relating to import duties and the $1.0 million provision 
for environmental litigation. 

Results of Operations - Fiscal 1995 Compared to Fiscal 1994 

The Company’s net sales from continuing operations for the year ended January 31, 1995 decreased 1.1% from 
Fiscal 1994. Total gross margin for the year decreased 1.4% and declined from 37.5% to 37.4% as a percentage of 
net sales. Selling and administrative expenses decreased 8.7% and decreased as a percentage of net sales from 38.9% 
to 35.9%. The pretax loss in Fiscal 1995 was $17,757,000, compared to a pretax loss of $29,788,000 for Fiscal 
1994. The Company reported a net loss of $81,192,000 {$3.35 per share) for Fiscal 1995 compared to a net loss 
of $54,292,000 ($2.26 per share) in Fiscal 1994. The pretax loss for Fiscal 1995 included the $22.1 million 1995 
Restructuring Charge and recognition of $4.9 million of additional gain on the sale in 1987 of the Company’s 
Canadian operations, while the pretax loss for Fiscal 1994 included a $12.3 million restructuring charge in connection 
with a restructuring plan adopted at January 31, 1994 (the “1994 Restructuring"). Fiscal 1995 net loss included, in 
addition to the 1995 Restructuring Charge, the adjusted $58.1 million 1995 Restructuring Provision while Fiscal 
1994 included a $17.1 million provision related to discontinued operations. See Note 2 to the Consolidated Financial 
Statements. The net loss in Fiscal 1994 included a $2.3 million ($.09 per share) loss from the cumulative effect of 
changes in the method of accounting for postretirement benefits due to the implementation of Statement of Financial 
Accounting Standards No. 106. See Note 15 to the Consolidated Financial Statements. In addition, Fiscal 1994 s net 
loss included an extraordinary loss of $240,000 ($.01 per share) from the early retirement of debt. 
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Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Genesco Inc. and Consolidated Subsidiaries 


Footwear Retail 


Net Sales 

Operating Income before Restructuring Charges 
Restructuring Charges 
Operating Income (Loss) 

Operating Margin 


Fiscal Year 

Ended January 31, % 

1995 1994 Change 

(In Thousands) 

$ 234,448 $231,456 1.3% 

$ 17,161 $ 4,832 255% 

$ ( 236 ) $ (8,673) 97.3% 


$ 16,925 $ (3,841) 

7 . 2 % (1.7)% 


Led by an increase in comparable store sales of approximately 4%, net sales from footwear retail operations 
increased L3% in Fiscal 1995 compared to Fiscal 1994. The average price per pair increased 3%, while unit sales were 
flat from Fiscal 1994, primarily from the operation of fewer stores. 

Gross margin as a percentage of net sales increased from 49.3% to 50.5%, primarily from decreased markdowns. 
Operating expenses decreased 5.8%, primarily due to the operation of fewer stores as a result of the 1994 
Restructuring (see Note 2 to the Consolidated Financial Statements) and lower advertising expenses, and decreased as 
a percentage of net sales from 47.0% to 43.7%. Operating income for Fiscal 1995 does not include operating losses 
of the 58 retail stores included in the 1994 Restructuring. 

Operating income before restructuring charges in Fiscal 1994, adjusted to exclude results of the stores included in 
the 1994 Restructuring, was $8,178,000. Operating income before restructuring charges of $17,161,000 in Fiscal 
1995 was higher than Fiscal 1994’s adjusted operating income due to improved margins and lower operating expenses. 

Footwear Wholesale & Manufacturing 

Fiscal Year 

Ended January 31, % 

1995 1994 Change 


Net Sales 

Operating Income before Restructuring Charges 
Restructuring Charges 
Operating Income (Loss) 

Operating Margin 


(In Thousands) 
$ 228,453 $236,435 

$ 8,473 $ 4,115 

$( 20 , 578 ) $ (3,242) 

$( 12 , 105 ) $ 873 

( 5 . 3 )% 0.4% 


(3.4)% 

105.9% 

(534.7)% 


Net sales from footwear wholesale and manufacturing operations were $8.0 million (3.4%) lower in Fiscal 1995 
than in Fiscal 1994, reflecting primarily lower unit sales and selling prices of western boots and, to a lesser extent, 
lower sales of tanned leather. 

Gross margin as a percentage of net sales decreased from 26.0% to 23.9%, primarily due to volume-related 
manufacturing inefficiencies and price reductions to stimulate sales in the Company’s boot operations. 

Operating expenses decreased 11.2% and decreased as a percentage of net sales from 24.2% to 22.2%, primarily 
because of reduced advertising expenses. 

The increase in operating income before restructuring charges was due to lower operating expenses and a 
$1.6 million reduction in losses related to the companies being divested as part of the 1995 Restructuring. 


!) 
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Management's Discussion and Analysis of Financial Condi lion and Rlmji is of Operations 

Genesco Im . and Consolidated Subsidiaries 


Driven by record sales* western boot production in the first quarter of Fiscal 1994 resulted in positive manufacturing 
variances in the Company's boot plants. A sharp decline in the sale of western boots led to a decision in the latter part 
of Fiscal 1994 to curtail western boot production. Despite the closing of a western boot plant in the first quarter of 
Fiscal 1995 pursuant to the 1994 Restructuring, the lower volume of boots manufactured in Fiscal 1995 resulted in 
manufacturing inefficiencies which negatively impacted gross margin. The 1995 Restructuring Charge included a 
provision to close another boot manufacturing plant, which closed in January 1995. 

For Fiscal 1994, the net sales and operating loss before restructuring provision of the University' Brands and Mitre 
Sports businesses that were being disposed of in the 1995 Restructuring were 575,972,000 and $1,729,000, respectively. 
For Fiscal 1995, the net sales of the divisions being divested were $74,818,000. The operating loss before restructuring 
of $167,000 for Fiscal 1995 is for the nine months ended October 31, 1994, since the operating results subsequent 
to October 31, 1994 were charged against the provision for restructuring. 

Discontinued Operations 

On November 3, 1994, in response to worsening trends in the Company's men’s apparel business the Company’s 
board of directors approved a plan to exit the men s apparel business. See “Significant Developments-Fiscal 1995 
Restructuring” and Note 2 to the Consolidated Financial Statements for information regarding the discontinuation of 
this business segment. Net sales and operating loss of the mens apparel segment in Fiscal 1995 prior to the decision 
to discontinue were $81.8 million and $4.5 million, respectively. 

Net sales and operating loss of the segment for Fiscal 1994 were $105 million and $4.9 million, respectively. In 
addition, there was a $17.1 million restructuring charge related to the men’s apparel segment taken at January 31, 

1994 in connection with the 1994 Restructuring. 

Corporate and Interest Expenses 

Corporate and other expenses in Fiscal 1995 were $15.5 million, compared to $16.5 million for Fiscal 1994, a 
decrease of approximately 6%. Included in corporate and other expenses in Fiscal 1995 are provisions of $1.4 million 
for environmental litigation compared to only $500,000 of such provisions in Fiscal 1994. f iscal 1995 expenses also 
include $2.3 million of severance costs, $1.3 million of which relate to the 1995 Restructuring, while Fiscal 1994 also 
includes $2.5 million of severance costs, $404,000 of which relate to the 1994 Restructuring. Fiscal 1994 s expenses 
also include a provision of $448,000 for an adverse decision in a lawsuit and a $558,000 gain from the sale of excess 
real estate. Excluding the provisions for environmental litigation and the severance costs, corporate expenses in Fiscal 

1995 decreased 13% from Fiscal 1994, due primarily to lower compensation expenses due to layoffs related to the 
restructurings and other staft reductions that occurred after the first quarter of Fiscal 1994. 

Net interest expense increased $925,000, or 8%, from Fiscal 1994, because of an increase in both average 
borrowings and average interest rates. 


Liquidity and Capital Resources 

The following table sets forth certain financial data at the dates indicated. All dollar amounts are in millions. 



1996 

January 31 
1995 

1994 

('ash and short-term investments 

S 35.6 

$ 10.2 

$ 3.6 

Working capital 

Long-term debt (includes current maturities) 

$ 108.1 

S 100.7 

$160.1 

10>k% senior notes 

$ 75.0 

$ 75.0 

$ 75.0 

Revolving credit debt 

$ 

$ 

$ 15.0 

Current ratio 

3 . 2 x 

2.2x 

3.3x 


to 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




Management’s Discussion and Analysis of Financial Condition and Results of Operations 

Genesco Inc. and Consolidated Subsidiaries 


Working Capital 

The Company's business is somewhat seasonal, with the Company's investment in inventory and accounts 
receivable reaching peaks in the spring and fall oFeach year. Cash flow from operations is generated principally in 
the fourth quarter of each fiscal year. 

Cash provided by operating activities was $22.7 million in Fiscal 1996, compared to $22.5 million provided by 
operating activities in Fiscal 1995 and $17.4 million of cash used by operating activities in Fiscal 1994. The $0.2 
million improvement in cash flow from operating activities for Fiscal 1996 from Fiscal 1995 reflects primarily cash 
inflows from the liquidation of assets included in the 1995 Restructuring and lower seasonal requirements from the 
disposition of businesses included in the 1995 Restructuring. The $39.9 million improvement in cash flow from 
operating activities for Fiscal 1995 from Fiscal 1994 reflects factors including the cash inflows from the disposal of 
assets included in the 1995 Restructuring, lower footwear wholesale inventory (primarily in the Company’s boot 
business), lower tailored clothing inventory prior to the decision to liquidate as a result of anticipated lower Greif 
sales, reduced raw material purchases and lower inventories from retail store closings. 

A $6.3 million decrease in inventories from January 31, 1995 levels reflected in the Consolidated Cash Flows 
Statement was primarily due to liquidation of inventories in connection with the 1995 Restructuring, w r hile the 
$2.0 million increase in ongoing inventories compared with January 31, 1995 reflects the growth of certain existing 
lines of footwear in anticipation of higher sales. A $25.5 million decrease in inventories reflected in the Consolidated 
Cash Flows Statement from January 31, 1994 levels was primarily due to liquidation of inventories in connection 
with the 1995 Restructuring, lower footwear wholesale inventory (primarily boot inventory) and lower retail 
inventory from the store closings included in the 1994 Restructuring. 

As reflected in the Consolidated Cash Flows Statement, accounts receivable at January 31, 1996 decreased $15.5 
million compared to January 31, 1995, primarily from collection of receivables in the operations being divested in the 
1995 Restructuring. Ongoing accounts receivable at January 31, 1996 were $55,000 more than January' 31, 1995. 
Accounts receivable at January 31, 1995 remained flat, with decreases in operations to be divested receivables offset 
from increased sales in the men’s branded footwear and extended terms to meet competitive pressures. 

Included in the accounts payable and accrued liabilities line in the Consolidated Cash Fkwvs Statement are the 
following decreases: 


Years Ended January 31 

1996 1995 1994 


(In Thousands) 


Accounts payable 

$ ( 3 , 655 ) 

$(2,204) 

$ (9,907) 

Accrued liabilities 

( 9 , 369 ) 

(4,754) 

(787) 


$( 13 , 024 ) 

$(6,958) 

$(10,694) 


The decrease in accounts payable for Fiscal 1996 from Fiscal 1995 relates primarily to the divesthures associated 
with the 1995 Restructuring while the changes in the prior years were due to changes in buying patterns, payment 
terms negotiated with individual vendors and changes in inventory levels. 

The change in accrued liabilities in Fiscal 1996 was due to payment of severance costs and liabilities related to 
the Restructurings. The change in accrued liabilities in Fiscal 1995 was due primarily to payments of severance costs, 
liabilities and leases related to the Restructurings. The change in accrued liabilities in Fiscal 1994 was due primarily to 
decreased bonus and tax accruals relating to the loss in Fiscal 1994. 
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Management's Discussion and Analysis of Financial Condition and Results of Operations 

Gcnesco Inc. and Consolidated Subsidiaries 


Revolving credit borrowings during Fiscal 19% were minimal, as cash generated from the 1995 Restructuring 
more than offset seasonal working capital increases in the remaining operations. Revolving credit agreement 
borrowings decreased by SI5 million during Fiscal 1995 due to cash generated by the 1995 Restructuring and the 
phasedown ol the tailored clothing segment under the 1994 Restructuring. The Company expects during Fiscal 1997 
to have minimal borrowings. See Note 10 to the Consolidated Financial Statements. 

Capital Expenditures 

Capital expenditures were $8.6 million in Fiscal 1996, $5.8 million in Fiscal 1995 and $7.9 million in Fiscal 1994. 
The $2.8 million increase in Fiscal 1996 capital expenditures as compared to Fiscal 1995 resulted Irom leasehold 
improvements to the corporate office building for new tenants due to the downsizing of the Company, an increase 
in retail store renovations and an increase in purchases ol production equipment. The $2.1 million decrease in Fiscal 
1995 capital expenditures as compared to Fiscal 1994 resulted from a decrease in footwear manufacturing expendi¬ 
tures and tailored clothing expenditures. 

Total capital expenditures in Fiscal 1997 are expected to be approximately $13.4 million. These include expected 
retail expenditures of $8.5 million to open 48 new retail stores and to complete 25 major store renovations. Capital 
expenditures for wholesale and manufacturing operations and other operations are expected to be approximately 
$4.9 million. 

Future Capital Needs 

The Company expects that cash on hand and cash provided by operations will be sufficient to fund all ol its capital 
expenditures through Fiscal 1997. The approximately $6.7 million of costs associated with the 1994 Restructuring 
and the 1995 Restructuring that are expected to be incurred during the next twelve months are also expected to be 
funded from cash on hand and from cash generated from operations. 

There were $8 million of letters of credit outstanding under the revolving credit agreement at January 31, 1996 
leaving availability under the revolving credit agreement of $27 million. 

The restricted payments covenant contained in the indenture under which the Company’s 10%% senior notes 
were issued prohibits the Company from declaring dividends on the Company's capital stock, except from a pool of 
available net earnings and the proceeds of stock sales. At January 31, 1996, that pool was in a $109.7 million deficit 
position. T he aggregate of annual dividend requirements on the Company’s Subordinated Serial Preferred Stock, 

$2.30 Series 1, $4.75 Series 3 and $4.“ 7 5 Series 4, and on its $1.50 Subordinated Cumulative Preferred Stock is 
$302,000. The Company currently has dividend arrearages in the amount of $679,190 and is unable to predict when 
dividends may be reinstated. 

On November 7, 1994, Standard & Poor’s announced that it had lowered the rating of the 10%% Notes to B 
from R+ based on its concern that Genescos ongoing business operations will not provide the earnings and cash flow 
generation reflective of a B+ senior credit rating. On January 30, 1996, Moody's confirmed their B2 senior debt rating 
of Genescos 10 % Notes which ended a review of Genesee's rating initiated by Moody's on November 10, 1995. 
According to Standard & Poors, a debt instrument rared B has a greater vulnerability to default than debt rated 
BB, but currently has the capacity to meet interest and principal payments. According ro Moody’s, the assurance of 
interest and principal payments or of maintenance of other terms of the contract over any long period of time may be 
small with respect to a debt instrument rated B. Ratings are not a recommendation to purchase, hold or sell long-term 
debt of the Company, inasmuch as ratings do not comment as to market price or suitability for particular investors 
and may be subject to revision or withdrawal at any time by the assigning rating agency. 
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Management's Discussion and Analysis of Financial Condition and Results of Operations 

Genesco Inc. and Consolidated Subsidiaries 


Foreign Currency 

1 he Company does not believe that its foreign currency risk is material to its operations. Most purchases by 
the Company from foreign sources are denominated in U.S. dollars. To the extent that import transactions are 
denominated in other currencies, it is the Company’s practice to hedge its risks through the purchase of forward 
foreign exchange contracts. Any gains or losses from such transactions offset gains and losses from the underlying 
hedged transactions. 

Changes in Accounting Principles 

The Company implemented Statement of Financial Accounting Standards (SFAS) 121, “Accounting for the 
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of” in the third quarter of Fiscal 1996. 
This statement establishes accounting standards for determining impairment of long-lived assets. The Company 
periodically assesses the realizability of its long-lived assets and evaluates such assets for impairment whenever events 
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Asset impairment 
is determined to exist if estimated future cash flows, undiscounted and without interest charges, are less than carrying 
amount. During the third quarter, the Company identified certain retail stores that were impaired because of a history 
of and current period cash flow losses in these specific stores. An impairment loss of $978,000 was recognized for 
these retail stores and is included in the “Restructuring and other charges” line on the income statement for the twelve 
months ended January 31, 1996. 

Statement of Financial Accounting Standards 106, “Employers’ Accounting for Postretirement Benefits Other than 
Pensions” was implemented by the Company in the first quarter of Fiscal 1994, At January 31, 1993, the actuarial 
present value of the accumulated benefit obligation was approximately $2,273,000. The amount of such obligation 
at the date of implementation could have been recorded as a loss at the time of adoption of SFAS 106 or charged to 
earnings ratably over a period of not more than 20 years. The Company elected to charge the entire $2,273,000 at 
the time of adoption and the loss is reflected on the income statement as a change in accounting principle. 

Statement of Financial Accounting Standards 109, “Accounting for Income Taxes” was also implemented in the 
first quarter of Fiscal 1994 by the Company. Implementation of SFAS 109 did not affect the Company’s results of 
operations but resulted in reclassifications in the balance sheet. Because changes in the economic environment have 
historically affected the Company’s results of operations, the Company is limiting the amount of deferred tax assets 
it recognizes to an amount no greater than the amount of tax refunds the Company could claim as loss carrybacks. 

For additional information, see Note 13 to the Consolidated Financial Statements. 

Inflation 

The Company does not believe inflation during periods covered in this discussion has had a material impact on 
sales or operating results. 
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Finanuai Summary 

Censsco Inc. and Consolidated Subsidiaries 


In Thousands except Per Common Share Data, 

Tina mini Statistics and Other Data 

1996 

1995 

1994 

Years Ended January 31 

1993 1992 

Results of Operations Data 

Net sales 

$434*575 

$462,901 

$467,891 

$430,127 

$352,475 

Depreciation and amortization 

7,354 

9,254 

10,723 

9,719 

9,109 

Operating income (Joss)* 

16,627 

4.820 

(2,968) 

27,415 

13,047 

Pretax earnings (toss) 

(4,256) 

(17,757) 

(29,788) 

7,638 

(3,154) 

learnings (loss) before discontinued operations, extraordinary loss 
and cumulative effect of change in accounting principle 

(4,281) 

(18,514) 

(27,888) 

2,640 

(4,479) 

Discontinued operations 

14,352 

(62,678) 

(23,891) 

7,053 

4,940 

Loss on early retirement of dehr (net of tax) 

0 

0 

240 

583 

0 

Cumulative effect of change in accounting for postretiremenr benefits 

0 

0 

2,273 

0 

0 

Net earnings (loss) 

$ 10,071 

$(81,192) 

$(54,292) 

$ 9,110 

$ 461 

Per Common Share Data 

Earnings (loss) before discontinued operations, 
extraordinary loss and postretirement benefits 

Primary 

$ U9) 

$ (.77) 

$ (1.17) 

$ TO 

$ (.21) 

Fully diluted 

(.18) 

(.77) 

(1.17) 

.10 

(.21J 

Discontinued operations 

Primary 

.59 

(2.58) 

(.99) 

.30 

.22 

Fully diluted 

.57 

(2.58) 

(.99) 

.30 

.22 

Extraordinary loss 

Primary 

.00 

.00 

(.01) 

(.02) 

.00 

Fully diluted 

.00 

.00 

(.01) 

(.02) 

.00 

Postretirement benefits 

Primary 

.00 

.00 

(.09) 

.00 

.00 

Fully diluted 

.00 

.00 

(.09) 

.00 

.00 

Net earnings (loss) 

Primary 

.40 

(3.35) 

(2.26) 

.38 

.01 

Fully diluted 

.39 

(3.35) 

(2.26) 

.38 

.01 

Balance Sheet Data 

Total assets 

$197,806 

$243,878 

$309,386 

$317,868 

$237,244 

Long-term debt 

75,000 

75,000 

90,000 

54,000 

14,885 

Capital leases 

2,697 

12,400 

15,253 

14,901 

12,099 

Noil-redeemable preferred stock 

7,958 

7,943 

8.064 

8,305 

8.330 

Common shareholders' equirv 

25,947 

21,450 

90,659 

146*746 

140.834 

Additions to plant, equipment and capital leases 

8,564 

5*750 

8,356 

10,132 

9,341 

Financial Statistics 

Operating income (loss) as a percent ol net sales 

3.8% 

1.0% 

(0.6%) 

6.4% 

3.7% 

Book value per .share 

$ 1.04 

$ .87 

$ 3.73 

$ 6.33 

$ 6.16 

Working capital 

$108,135 

$100,731 

$160,094 

$168,875 

$132,871 

Current ratio 

3.2 

2.2 

3.3 

3.5 

3.8 

Percent long-term debt to total capital 

69.6% 

74.8% 

51.6% 

30.8% 

15.3% 

Other Data (End of Year) 

Number of retail outlets 

463 

498 

518 

540 

575 

Number id employees 

3,750 

5,400 

6,950 

6,550 

6,150 


'Represents operating income of the footwear business segment. 

Reflected in the earn trigs for fiscal 1996 were restructuring and other charges of SIS. I millton. See Note 2 to the Consolidated financial Statements for additional information 
regarding these charges. 

Reflected in the loss for fiscal 1995 and Fiscal 1994 was a restructuring charge of $22.1 million and $12.2 million, respectively. See Note 2 to the Consolidated Financial Statements 
for additional information regarding these charges. 

l ong-term debt and capital leases include current payments. On February 1 , 1992, the Company issued 5^5 million of 10 "•% senior notes due 2002■ The Company used $54 
million of the proceeds to repay sill of its outstanding long-term debt 

During Fiscal 1992 the Company acquired and cancelled approximately f2,000 shares of Employees Subordinated Convertible Preferred Stock 

The Company has not paid dividends on its Common Stock since 1972. See Note 12 to the Consolidated Financial Statements far a description of limitations on the Company 's 
ability to pay dividends. 
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Management’s Responsibility For Financial Statements 

Genesco Inc. and ComolicLited Subsidiaries 


The consolidated financial statements presented in this report are the responsibility of management and have been 
prepared in conformity with generally accepted accounting principles. Some of the amounts included in the financial 
information are necessarily based on estimates and judgements of management. 

The Company maintains accounting and related internal control systems designed to provide, among other things, 
reasonable assurance that transactions are executed in accordance with management’s authorization and that they are 
recorded and reported properly. An integral part of the control system is an internal audit program which regularly 
reviews the internal control systems of the Company and coordinates its activity with the examination by the Company’s 
independent accountants. There are limitations inherent in all systems of internal control, and the Company weighs 
the cost of such systems against the expected benefits. 

The financial statements have been examined by our independent accountants. Price Waterhouse. Their primary 
role is to render an independent professional opinion on the financial statements. Their examination, which is performed 
in accordance with the generally accepted auditing standards, includes a study and evaluation of the Company’s 
accounting systems and internal controls sufficient to express their opinion on those financial statements. 

The audit committee of the board of directors, composed entirely of directors who are not employees of the 
Company, meets regularly with management, the internal auditor and the independent accountants to review the 
results of their work and to satisfy itself that their responsibilities are being properly discharged. The internal auditor 
and the independent accountants have full and free access to the audit committee and meet (with and without 
management present) to discuss appropriate matters. 



James S. Gulmi Paul D. Williams 

Senior Vice President'Finance, Chief Accounting Officer 

Treasurer and Chief Financial Officer 


Report of Independent Accountants 


Price Waterhouse llp 

Nashville, Tennessee 

February 27, 1996 

To the Board of Directors and Shareholders of Genesco Inc. 

In our opinion, the accompanying consolidated balance sheer and the related consolidated statements of earnings, of cash flows 
and of shareholders’ equity present fairly, in all material respects, the financial position of Genesco Inc. and its subsidiaries at January- 
31, 1996 and 1995 and the results of their operations and their cash flows for each of the three years in the period ended January 31, 
1996, in conformity with generally accepted accounting principles. These financial statements are the responsibility of the Company’s 
management; our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits 
of these statements in accordance with generally accepted auditing standards which require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used 
and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for the opinion expressed above. 
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Consolidated Balance Shell 

Genesco Inc. and Consolidated Subsidiaries 


January 31, 


In Thousands 

1996 

1995 

Assets 



Current Assets 



Cash and short-term investments 

$ 35,550 

$ 10,235 

Accounts receivable 

32,135 

32,080 

Inventories 

84,930 

82,905 

Other current assets 

4,317 

4,277 

Current assets of operations to be divested 

0 

53.891 

Total current assets 

156,932 

183,388 

Plant, equipment and capital leases, net 

28,552 

28,073 

Other noncurrent assets 

12,322 

13,773 

Noncurrent assets of operations to be divested 

0 

18,644 

Total Assets 

$197,806 

$243,878 


Liabilities and Shareholders’ Equity 

Current Liabilities 

Current payments on capital leases 

Accounts payable and accrued liabilities 

Provision for discontinued operations 

$ 1,212 

43,686 

3,899 

$ 2,343 
61,124 

19,19(1 

Total current liabilities 

48,797 

82,657 

Long-term debt 

75,000 

75,000 

Capital leases 

1,485 

10,057 

Other long-term liabilities 

25,265 

25,746 

Provision for discontinued operations 

13,354 

21,025 

Contingent liabilities 

- 

- 

Shar eholders* Equity 

Non-redeemable preferred stock 

7,958 

7.943 

Common shareholders’ equity: 

Par value of issued shares 

24,844 

24,832 

Additional paid-in capital 

121,715 

121,670 

Accumulated deficit 

(94,511) 

(104,582) 

Minimum pension liability adjustment 

(8,244) 

(2.613) 

Treasury shares, at cost 

(17,857) 

(17.857) 

Total shareholders' equity 

33,905 

29,393 

Total Liabilities and Shareholders’ Equity 

$197,806 

$243,878 


The accompanying Notes are an integral part of these Financial Suuements. 
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Consolidated Earnings 

Genesco Inc. and Consolidated Subsidiaries 


In Thousands 

1996 

Year Ended January 31, 
1995 1994 

Net sales 

$434,575 

$462,901 

$467,891 

Cost of sales 

261,743 

289,961 

292,474 

Selling and administrative expenses 

154,567 

166,156 

182,046 

Restructuring and other charges 

15,124 

22,114 

12,319 

Earnings (loss) from operations before 

other income and expenses 

3,141 

(15,330) 

(18,948) 

Other expenses (income): 

Interest expense 

10,403 

12,031 

11,131 

Interest income 

(758) 

(76) 

(101) 

Gain on divestiture 

0 

(4,900) 

(677) 

Other expense (income) 

(2,248) 

(4,628) 

487 

Total other (income) expenses, net 

7,397 

2,427 

10,840 

Loss before income taxes, discontinued operations, 
extraordinary loss and cumulative effect of change in 

accounting principle 

(4,256) 

(17,757) 

(29,788) 

Income taxes 

25 

757 

(1,900) 

Loss before discontinued operations, 

extraordinary loss and cumulative effect of change in 

accounting principle 

(4,281) 

(18,514) 

(27,888) 

Discontinued operations: 

Operating loss 

0 

(4,540) 

(6,831) 

Excess provision (provision) for future losses 

14,352 

(58,138) 

(17,060) 

Earnings (loss) before extraordinary loss and cumulative 

effect of change in accounting principle 

10,071 

(81,192) 

(51,779) 

Extraordinary loss from early retirement of debt 

0 

0 

(240) 

Postretirement benefits* 

0 

0 

(2,273) 

Net Earnings (Loss) 

$ 10,071 

$ (81,192) 

$ (54,292) 

Earnings (loss) per common share: 

Before discontinued operations, extraordinary loss and 

cumulative effect of change in accounting principle 

$ (.19) 

$ (.77) 

$ (1.17) 

Discontinued operations 

$ .59 

S (2.58) 

$ (.99) 

Extraordinary loss 

$ .00 

$ .00 

$ (.01) 

Postretirement benefits* 

$ .00 

$ .00 

$ (.09) 

Net earnings (loss) 

$ .40 

$ (3.35) 

$ (2.26) 


'Refects the cumulative effect of changes in the method of accounting for postretirement benefits due to the implementation of Statement of Financial Accounting Standards No. 106 
(see Note 1). 

The accompanying Notes are an integral part of these Financial Statements. 
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Consolidated Cash Flows 

Genesee Inc. and Consolidated Subsidiaries 




Year Ended January 31, 

In Thousands 

1996 

1995 

1994 

Operations: 




Net earnings (loss) 

S 10,071 

$(81,192) 

$(54,292) 

Noncash charges to earnings: 




(Excess) provision for loss on discontinued operations 

(14,352) 

58,138 

17,060 

Restructuring charge 

14,147 

22,114 

12,319 

Depreciation and amortization 

7,354 

9,254 

10,723 

Impairment of long-lived assets 

978 

0 

0 

Provision for environmental liabilities 

1,000 

700 

0 

Provision for deferred income raxes 

0 

1,404 

2.308 

(iain on divestiture 

0 

(4.900) 

(677) 

Provision for losses on accounts receivable 

1,799 

813 

1,595 

Postretirement benefits 

0 

0 

2.273 

Other 

548 

376 

1,848 

Net cash provided by (used in) operations before working capital and other changes 

21,545 

6,707 

(6,843) 

Effect on cash of changes in working capital and other assets and liabilities net of effect 




of business acquisitions: 




Accounts receivable 

15,466 

44 

4,142 

Inventories 

6,280 

25,458 

(3,955) 

Other current assets 

165 

100 

(168) 

Accounts payable and accrued liabilities 

(13,024) 

(6,958) 

(10,694) 

Other assets and liabilities 

(7,780) 

(2,881) 

112 

Net cash provided by (used in) operations 

22,652 

22,470 

(17,406) 

I westing Activities: 




Capital expenditures 

(8,564) 

(5,750) 

(7,929) 

Business acquisition 

0 

0 

(11,376) 

Proceeds from businesses divested and asset sales 

18,763 

8,032 

189 

Net cash provided by (used in) investing activities 

10,199 

2,282 

(19,116) 

Financing Activities: 




Long-term borrowings 

0 

0 

77,016 

Net borrowings (repayments) under revolving credit agreement 

0 

(15,000) 

(7,000) 

Net change in short-term borrowings 

2,522 

(69) 

69 

Payments of long-term debr 

0 

0 

(32,000) 

Payments on capital leases 

(9,703) 

(2,852) 

(2,090) 

Exercise of options and warrants 

23 

6 

7,875 

Redemption of Mitre U.K. B shares 

0 

0 

(5,000) 

Deferred note expense 

(397) 

0 

(3,109) 

Preferred dividends paid 

0 

0 

(232) 

Other 

19 

(227) 

(199) 

Net cash provided by (used in) financing activities 

(7,536) 

(18,142) 

35,330 

Net Cash Flow 

25,315 

6,610 

(1,192) 

(.ash and short-term investments at beginning of year 

10,235 

3,625 

4,817 

Cash and short-term investments at end of year 

$35,550 

$ 10,235 

$ 3,625 


The th comptiming Notes are an integral pan of these Financial Statements. 
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Consolidated Shareholders’ Equity 

Genesco Inc. and Consolidated Subsidiaries 


Total 

No n - Redeemable 

Preferred 

In Thousands Stock 

Common 

Stock 

Paid-In 

Capital 

Accumulated 

Earnings 

(Deficit) 

Treasury 

Stock 

Foreign 

Currency 

Translation 

Adjustments 

Minimum 

Pension 

Liability 

Adjustment 

Total 

Share¬ 

holders 5 

Equity 

Balance January 31,1993 

$8,305 

$23,658 

$ 114,706 

$ 31,283 

$(17,857) 

$(5,044) 

$ 0 

$155,051 

Exercise of options and 









warrants 

0 

1,132 

6,743 

0 

0 

0 

0 

7,875 

Translation adjustment 

0 

0 

0 

0 

0 

338 

0 

338 

Net loss 

0 

0 

0 

(54,292) 

0 

0 

0 

(54,292) 

Preferred dividends 

0 

0 

0 

(232) 

0 

0 

0 

(232) 

Minimum pension 









liability adjustment 

0 

0 

0 

0 

0 

0 

(9,964) 

(9,964) 

Other 

(241) 

3 

185 

0 

0 

0 

0 

(53) 

Balance January 31,1994 

$8,064 

$24,793 

$121,634 

$ (23,241) 

$(17,857) 

$(4,706) 

$(9,964) 

$ 98,723 

Exercise of options 

0 

2 

4 

0 

0 

0 

0 

6 

Translation adjustments: 









Year-to-date adjustments 

0 

0 

0 

0 

0 

2,136 

0 

2,136 

Realized in FY 1995 









restructuring 

0 

0 

0 

0 

0 

2,570 

0 

2,570 

Net loss 

0 

0 

0 

(81,192) 

0 

0 

0 

(81,192) 

Minimum pension 









liability adjustment 

0 

0 

0 

0 

0 

0 

7351 

7,351 

Other 

(121) 

37 

32 

(149) 

0 

0 

0 

(201) 

Balance January 31, 1995 

$7,943 

$24,832 

$121,670 

$(104,582) 

$(17,857) 

$ 0 

$(2,613) 

$ 29,393 

Exercise of options 

0 

8 

15 

0 

0 

0 

0 

23 

Net earnings 

0 

0 

0 

10,071 

0 

0 

0 

10,071 

Minimum pension 









liability adjustment 

0 

0 

0 

0 

0 

0 

(5,631) 

(5,631) 

Other 

15 

4 

30 

0 

0 

0 

0 

49 

Balance January' 31, 1996 

$7,958 

$24,844 

$121,715 

$ (94,511) 

$(17,857) 

$ 0 

$(8,244) 

$ 33,905 


See Note 12 for additional information regarding each series of preferred stock. 
The accompanying Notes are an integral part of these Financial Statements. 
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Notes to Consolidated Fjnanciai Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 1 

Summary of Significant Accounting Policies 

Basis of Consolidation 

All subsidiaries are included in the consolidated financial statements. All significant intercompany transactions 
and accounts have been eliminated. 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management ro make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from those estimates. 

Nature of Operations 

The Company’s businesses include the manufacture or sourcing, marketing and distribution of footwear 
under the Johnston & Murphy. Laredo. Code West. Larry Mahan, Dockers and Nautica brands, the tanning and 
distribution of leather by the Volunteer Leather division and the operation of Jarman, Journeys, Johnston & Murphy, 
Boot Factory and Factory To You retail footwear stores. 

Fiscal Year 

1 he Company’s fiscal year ends January 31. For purposes of these financial statements, the fiscal year ended 
January 31. 1996 is referred to as ‘'Fiscal 1996” or “1996”. Prior fiscal years are referred to in the same manner. 

Cash and Short-term Investments 

Included in cash and short-term investments at January 31, 1996, are short-term investments of $32,000,000. 

1 here were no short-term investments at January 31, 1995. Short-term investments are highly-liquid debt 
instruments having an original maturity of three months or less. 

Inventories 

Inventories of wholesaling and manufacturing companies are stated at the lower of cost or market, with cost 
determined principally by the first-in, first-out method. Retail inventories are determined by the retail method. 

Plant y Equip merit and Capital Leases 

Plant, equipment and capital leases are recorded at cost and depreciated or amortized over the estimated useful 
life of related assets. Depreciation and amortization expense is computed principally by the straight-line method. 

The Company implemented Statement of Financial Accounting Standards (SFAS) 121, “Accounting for the 
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed OP in the third quarter of Fiscal 1996. 
This statement establishes accounting standards for determining impairment of long-lived assets. The Company 
periodically assesses the realizability of its long-lived assets and evaluates such assets for impairment whenever events 
or changes in circumstances indicate that the earn ing amount of an asset may not be recoverable. Asset impairment 
is determined to exist il estimated future cash flows, undiscounted and without interest charges, are less than carrying 
amount. During the third quarter, the Company identified certain retail stores that were impaired because of a history 
of and current period cash flow losses in these specific stores. An impairment loss of $978,000 was recognized for 
these retail stores and is included in the “Restructuring and other charges” line on the income statement for the year 
ended January 31* 1996. 


20 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



Notes to Consolidated Financial Statements 

Genesco Inc . and Consolidated Subsidiaries 


NOTE 1 

Summary of Significant Accounting Policies, Continued 

Hedging Contracts 

In order to reduce exposure to foreign currency exchange rate fluctuations in connection with inventory purchase 
commitments, the Company enters into foreign currency forward exchange contracts for Italian Lira. At January 3 l, 
1996 and January 31,1995, the Company had approximately $4.9 million and $9.7 million, respectively, of such 
contracts outstanding. Forward exchange contracts have an average term of approximately four months. Gains and 
losses arising from these contracts offset gains and losses from the underlying hedged transactions. The Company 
monitors the credit quality of the major national and regional financial institutions with whom it enters into 
such contracts. 

Postretirement Benefits 

Substantially all full-time employees are covered by a defined benefit pension plan. The Company lunds at least 
the minimum amount required by the Employee Retirement Income Security Act. 

In accordance with SFAS 106, postretirement benefits such as life insurance and health care are accrued over the 
period the employee provides services to the Company. 

Environmental Costs 

Environmental expenditures relating to current operations are expensed or capitalized as appropriate. Expenditures 
relating to an existing condition caused by past operations, and which do not contribute to current or future revenue 
generation, are expensed. Liabilities are recorded when environmental assessments and/or remedial efforts are probable 
and the costs can be reasonably estimated and are evaluated independently of any future claims for recovery. Generally, 
the timing of these accruals coincides with completion of a feasibility study or the Company’s commitment to a 
formal plan of action. 

Income Taxes 

Deferred income taxes are provided for all temporary differences and operating loss and tax credit carryforwards 
limited, in the case of deferred tax assets, to the amount of taxes recoverable from taxes paid in the current or 
prior years. 

Earnings Per Common Share 

Earnings per common share are computed by dividing earnings, adjusted for preferred dividend requirements 
(1996-$302,000; 1995-$302,000; 1994-5307,000), by average common and common equivalent shares outstanding 
during the period. 


NOTE 2 

Restructurings 

Fiscal 1995 Restructuring 

In response to worsening crends in the Company’s men’s apparel business and in response to a strategic review of its 
footwear operations, the Company’s board of directors, on November 3, 1994, approved a plan (the “1995 Restructuring”) 
designed to focus the Company on its core footwear businesses by selling or liquidating four businesses, two of which 
constituted its entire men’s apparel segment. 
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Notes to Consolidated Financial Statements 

Genesco Inc . and Consolidated Subsidiaries 


NOTE 2 

Restructurings, Continued 

The 1995 Restructuring provided for che following: 

1995 Restructuring Charge 

• Liquidation of the University Brands childrens shoe business, 

• Sale of the Mitre Sports soccer business, and 

• Facility consolidation costs and permanent work force reductions. 

1995 Restructuring Provision 

• Liquidation of The Greif Companies men s tailored clothing business, and 

• Sale of che GCO Apparel Corporation tailored clothing manufacturing business. 

In connection with the 1995 Restructuring, the Company took a combined charge of $90.7 million in the third 
quarter of Fiscal 1995, of which $22.1 million {the “1995 Restructuring Charge”) related to University Brands 
and Mitre and facility consolidation costs and permanent work force reductions and $68.6 million (the “1995 
Restructuring Provision”) related to Greif and GCO Apparel, which constituted the entire men’s apparel segment 
of the Company’s business, and is therefore treated for financial reporting purposes as a provision for discontinued 
operations. 

In the fourth quarter of LiscaJ 1995 the 1995 Restructuring Provision was positively adjusted by $10.5 million 
reducing the $68.6 million provision for future losses of discontinued operations to $58.1 million. The adjustment 
reflected the favorable consequences of a transfer, not anticipated at the time the provision was recorded, of a licensing 
agreement for men’s apparel to another manufacturer. The Transfer resulted in realization of inventory and accounts 
receivable balances on more favorable terms than anticipated, assumption of piece goods commitments by other 
manufacturers and cancellation of minimum royalty requirements under the transferred license. 

In the first quarter of Fiscal 1996 the Company took an additional restructuring charge of $14.1 million relating 
to the 1995 Restructuring. The additional restructuring charge reflected the lowering of anticipated proceeds from 
the sale of Mitre Sports soccer business. In addition, the 1995 Restructuring Provision was adjusted by an additional 
reversal of $12.7 million. The reversal reflected primarily (1) an agreement during the quarter providing for the 
resolution of a long-term lease liability on terms more favorable than were anticipated when the 1995 Restructuring 
Provision was established, (2) better than anticipated realization of inventories and accounts receivable as the 
remaining Greif inventory was liquidated in the first quarter of Fiscal 1996 and (3) lower than anticipated union 
pension liability, which the pension fund determined and announced to the Company during the quarter. 

t hroughout the remainder of Fiscal 1996, the Company recognized additional reductions to the 1995 
Restructuring Charge and Provision of $1.7 million as actual events differed from the original estimates. 
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Notes to Consolidated Financial. Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 2 

Restructurings, Continued 

The transactions provided for in the 1995 Restructuring were substantially complete as of January 31, 1996 and the 
Company does not expect any material future adjustments arising from the completion of the 1995 Restructuring. 

The 1995 Restructuring Charge, as adjusted, provided for the elimination of 464 jobs in footwear operations to be 
divested or consolidated and in staiF positions to be eliminated, of which 457 jobs had been eliminated as of January 31, 
1996. The divestiture of the University Brands business was completed in February 1995. The operations of I he Greif 
Companies have ceased, its inventories and equipment have been liquidated and its last major remaining long-term 
lease liability was resolved in June 1995. The Company's GCO Apparel Corporation was sold in June 1995. The 
Company’s Mitre ,Sports soccer business was sold in August 1995 with cash proceeds to the Company of approximately 
$19.1 million, including repayment of intercompany balances. 

In the third quarter of Fiscal 1996 the Company took a charge of $978,000 from the adoption of a new accounting 
standard relating to impaired assets which is included in the “Restructuring and other charges line on the Consolidated 
Earnings Statement. See Note 1 to the Consolidated Financial Statements. 

The operating results of the men s apparel segment prior to the decision to discontinue, classified as discontinued 
operations in the consolidated earnings statement, are shown below: 



Years Ended Ja 

muary 31, 

In Thousands 

1995 

1994 

Net sales 

$81,777 

$104,969 

Cost of sales and expenses 

86,317 

109,895 

Pretax loss 

(4.540) 

(4,926) 

Income tax expense (benefit) 

0 

1,905 

Net Loss 

$ (4,540) 

S (6.831) 


Discontinued operations’ sales subsequent to the decision to discontinue were $20.0 million for Fiscal 1996. 

Net sales for Mitre and University Brands for Fiscal 1996, 1995 and 1994 were $30,759,000, $75,975,000 and 
$76,022,000, respectively. Operating loss for Mitre and University Brands before the restructuring provisions for 
Fiscal 1995 and 1994 was $304,000 and $1,703,000, respectively. 

Operating results of footwear businesses divested pursuant to the 1995 Restructuring are included in the 
Company’s sales, cost of sales and selling and administrative expenses. The net operating losses incurred by these 
operations subsequent to the decision to divest are charged against the restructuring reserves established to provide for 
such losses. The elimination of these losses from the Company's results of operations for Fiscal 1996 is presented as 
other income in the Consolidated Earnings Statement. Such operating losses totalled $1.3 million for Fiscal 1996. 
Such operating losses totalled $5.5 million for Fiscal 1995 which included operating results of stores identified for 
closure pursuant to the 1994 Restructuring referred to below'. 
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Notes to Consolidated Financial Statements 

Genesco bn and Consolidated Subsidiaries 


note; 2 

Restructurings, Continued 

Fiscal 1994 Restructuring 

Because of developments in the fourth quarter of Fiscal 1994, the Company changed operating strategies and 
made a decision to restructure certain of its operations and reassessed the recoverability of certain assets {the “1994 
Restructuring”). As a result, the Company recorded a charge of $29.4 million, of which $17.1 million related to 
the men's apparel segment. Phis charge reflected estimated costs of closing certain manufacturing facilities, effecting 
permanent work force reductions and closing $8 retail stores. The provision included $15.8 million in asset write¬ 
downs and $13.6 million of future consolidation costs. The restructuring involved the elimination of approximately 
1,200 jobs (20% of the Company’s total work force in Fiscal 1994). Included in the $15.8 million of asset write¬ 
downs w’as $7.7 million relating to goodwill, of which $6.9 million related to the acquisition of certain assets of 
Lamar Manufacturing Company by the Company’s GCO Apparel subsidiary and $800,000 related to the Company's 
acquisition of certain assets of Toddler U Inc. 


NOTE 3 

Accounts Ri cei vable 


In Thousands 

1996 

1995* 

Trade accounts receivable 

$33,068 

$32,401 

M iscel 1 a neous rece i va b 1 cs 

3,263 

2,258 

Total receivables 

36,331 

34,659 

Allowance tor bad debts 

(2,065) 

(1,127) 

Other allowances 

(2,131) 

(1.4321 

Net Accounts Receivable 

$32,135 

$32,080 


'Excludes accounts receivable of divested operations (see Note 5). 


NOTE 4 

Inventories 


In Thousands 

1996 

1995* 

Raw materials 

$ 9,229 

$ 8,856 

Work in process 

3,792 

2,877 

Finished goods 

22,935 

21,992 

Retail merchandise 

48,974 

49,180 

Total Inventories 

$84,930 

$82,905 


'Excludes inventories of divested operations (see Note 5 ;. 
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Notes to Consolidated Financial Statements 

Genesco Inc . and Consolidated Subsidiaries 


NOTE 5 

Assets of Operations to be Divested 


In Thousands 

1996 

Total 

Discontinued* 

Operations 

1995 

Other** 

Operations 

Total 

Current assets: 

Accounts receivable 

S 0 

$16,061 

$11,018 

$27,079 

Inventor)' 

0 

11,723 

14,435 

26,158 

Other 

0 

0 

654 

654 

Total Current Assets 

$ 0 

$27,784 

$26,107 

$53,891 

Noncurrent assets: 

Plant and equipment 

$ 0 

$ 947 

$ 1,700 

$ 2,647 

Capitalized lease rights 

0 

253 

46 

299 

Goodwill and ocher intangibles 

0 

0 

15,698 

15,698 

Total Noncurrent Assets 

$ 0 

$ 1,200 

$17,444 

$18,644 

* Includes the assets of The Greif Companies and (ICO Apparel Corporation 

comprising the men 's 

apparel segment (see Note 2). 


** Includes the assets of University Brands arui Mitre Sports (see Note 2). 


NOTE 6 

Plant, Equipment and Capital Leases, Net 

In Thousands 

1996* 

1995 

Plant and equipment: 



Land 

$ 75 

$ 75 

Buildings and building equipment 

2,799 

2,797 

Machinery', furniture and fixtures 

32,927 

30,682 

Construction in progress 

1,114 

672 

Improvements to leased property 

39,195 

37,776 

Capital leases: 



Land 

60 

60 

Buildings 

2,195 

2,195 

Machinery, furniture and fixtures 

7,392 

7,627 

Plant, equipment and capital leases, at cost 

85,757 

81.884 

Accumulated depreciation and amortization: 



Plant and equipment 

(50,355) 

(48,131) 

Capital leases 

(6,850) 

(5.680) 

Net Plant, Equipment and Capital Leases 

$28,552 

$28,073 


* Excludes plant, equipment and capital leases of divested operations (see Note 5), 


\ 
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Notes to Consolidated Financial. Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 7 
Other Assets 


In Thousands 

1996 

1995 

Other current assets: 

Prepaid expenses 

$ 4,317 

$ 4.277 

Total Other Current Assets 

$ 4,317 

S 4,277 

Other noncurrent assets: 

Pension plan asset 

$ 8,051 

$ 9,422 

Investments and long-term receivables 

1,772 

1,696 

Deferred note expense 

2,499 

2,655 

Total Other Noncurrent Assets 

$12,322 

$13,773 


NOTE 8 

Accounts Payable and Accrued Liabilities 

In Thousands 

1996 

1995 

Trade accounts payable 

$12,105 

$21,128 

Accrued liabilities: 



Employee compensation 

10,733 

10,867 

Insurance 

4,381 

5,166 

Interest 

3,992 

4,173 

Taxes other than income taxes 

3,361 

3,370 

Other 

9,114 

16,420 

Total Accounts Payable and Accrued Liabilities 

$43,686 

$61,124 


At January 31 > 1995* outstanding checks drawn on certain domestic banks exceeded book cash balances by 
approximately $3*673,000. These amounts are included in trade accounts payable. 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 9 

Provision for Discontinued Operations and Restructuring Reserves 


Provision for Discontinued Operations 



Employee 

Facility 

Other 




Related 

Shutdown 

Contract 



In Thousands 

Costs 

Costs 

Liabilities 

Other 

Total 

Balance January 31,1995 

$25,134 

$9,405 

$1,415 

$4,261 

$40,215 

Charges and adjustments, net 

(9,912) 

(9,395) 

(1,370) 

(2,285) 

(22,962) 

Balance January 31,1996 

15,222 

10 

45 

1,976 

17,253 

Current portion 

1,868 

10 

45 

1,976 

3,899 

Total Noncurrent Provision for 






Discontinued Operations 

$13,354 

$ 0 

$ 0 

S 0 

$13,354 


Restructuring Reserves 


In Thousands 

Employee 

Related 

Costs 

Facility 

Shutdown 

Costs 

Other 

Contract 

Liabilities 

Other 

Total 

Balance January 31, 1995 

$ 3,965 

$3,123 

$ 555 

$3,112 

$10,755 

Charges and adjustments, net 

(3,009) 

(1,457) 

(496) 

(2,789) 

(7,751) 

Balance January 31, 1996 

956 

1,666 

59 

323 

3,004 

Current portion (included in accounts 






payable and accrued liabilities) 

956 

1,470 

59 

323 

2,808 

Total Noncurrent Restructuring Reserves 






(included in other long-term liabilities) 

$ 0 

$ 196 

$ 0 

$ 0 

$ 196 

NOTE 10 






Long-Term Debt 






In Thousands 




1996 

1995 

1078% senior notes due February 2003 




75,000 

75,000 

Current portion 




0 

0 

Total Noncurrent Portion of Long-Term Debt 




$75,000 

$75,000 


Revolving Credit Agreements: 

On January 5, 1996, the Company entered into a revolving credit agreement with two banks providing lor loans 
or letters of credit of up to $35 million. The agreement expires January 5, 1999. This agreement replaced a $50 
million revolving credit agreement providing lor loans or lines of credit. Outstanding letters of credit at January 31, 
1996 were $8 million. 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 10 

Long Term Debt, Continued 

Under the new revolving credit agreement, the Company may borrow at the prime rate or LIBOR plus 2.0% 
which may be changed if the Company’s debt rating is improved. Faciliry fees are 0.5% per annum on each bank's 
committed amount or 535,000,000. The new credit agreement requires the Company to meet certain financial ratios 
and covenants, including minimum tangible net worth, fixed charge coverage, debt to equity and interest coverage- 
ratios. 1 he Company is required by the new credit agreement to reduce the outstanding principal balance of the 
revolving loans to zero lor 45 consecutive days during each period beginning on December 15 of any Fiscal Year and 
ending on April 15 of the following Fiscal Year (commencing with the period beginning December 15. 1995 and 
ending on April 15, 1996). 1 he revolving credit agreement contains other covenants which restricts the payment 
of dividends and other payments with respect to capital stock and annual capital expenditures are limited to 
512,000,000 for Fiscal 1997 and 514,000,000 thereafter subject to possible carryforwards from the previous year 
of up to $2,000,000 if less is spent in the current year. I he Company was in compliance with the financial covenants 
contained in the revolving credit agreement at January 31, 1996. 

J0y»% Senior Notes due 2003: 

On February 1, 1993, the Company issued 575 million of 10>V% senior notes due February 1,2003. 

f he fair value of rhe Company’s 10 )%% senior notes, based on the quoted market price on January 31, 1996, 
is $69,656,250. 

I he indenture under which the notes were issued limits the incurrence of indebtedness, the making of restricted 
payments, the restricting of subsidiary dividends, transactions with affiliates, liens, sales of assets and transactions 
involving mergers, sales or consolidations. 


NOTE 11 

Commitments Under Long-Term Leases 

Capital Leases 

Future minimum lease payments under capital leases at January 31, 1996, together with the present value of the minimum 
lease payments are: 


Fiscal Years 

In Thousands 

1997 

$1,391 

1998 

865 

1999 

400 

2000 

139 

2001 

139 

Later years 

189 

Total minimum payments 

3,123 

Interest discount amount 

426 

Total present value of minimum payments 

2,697 

Current portion 

1,212 

Total Noncurrent Portion 

SI.48S 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 11 

Commitments Under Long-Term Leases, Continued 

Operating Leases 

Rental expense under operating leases of continuing operations was: 


In Thousands 

1996 

1995 

1994 

Minimum rentals 

$17,942 

$18,678 

$18,501 

Contingent rentals 

8,776 

8,234 

7,798 

vSublease rentals 

(754) 

(478) 

(480) 

Total Rental Expense 

$25,964 

$26,434 

$25,819 

Minimum rental commitments of continuing operations payable 

in future years are: 



Fiscal Years 



In Thousands 

1997 



$17,690 

1998 



16,281 

1999 



12,963 

2000 



10.121 

2001 



6,976 

Later years 



9,598 

Total Minimum Rental Commitments 



$73,629 


Most leases provide for the Company to pay real estate taxes and other expenses and contingent rentals based on 
sales. Approximately 12% of the Company’s leases contain renewal options. 
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Notes to Cossoi i dated Financiai Stati mi n is 

Genesco Inc. anti Consolidated Subsidiaries 


NOTE 12 

Shareholders’ Equity 

No n - Re deem a b /c Preferred Stock 





Number of Shares 

Amounts in Thousands 

Common 

No. 


Shares 


January 31, 


January 31, 

Convertible 

of 

Class 

Authorized 

1996 

1995 

1994 

1996 

1995 

1994 

Ratio 

Votes 

Subordinated Serial Preferred 









(Cumulative) 










$2.30 Scries 1 

64,368 

37,233 

37,233 

37,283 

SI,489 

$1,489 

$1,491 

.83 

1 

$4.75 Series 3 

40,449 

19,632 

19,632 

19,632 

1,963 

1,963 

1,963 

2.11 

2 

$4.75 Series 4 

53,764 

16,412 

16,412 

16,412 

1,641 

1,641 

1,641 

1.52 

1 

Series 6 

400,000 

0 

0 

0 

0 

0 

0 


1 

$1.50 Subordinated 










Cumulative Preferred 

5,000,000 

30,017 

30,017 

29,917 

901 

901 

898 





103,294 

103,294 

103,244 

5,994 

5.994 

5,993 



E m plovees’ Subo rd i n a ted 










Convertible Preferred 

5,000,000 

80,313 

80,313 

84,791 

2,410 

2.410 

2,544 

1.00* 

1 

Stated Value of Issued Shares 




8,404 

8,404 

8,537 



Employees’ Preferred Stock 










Purchase Accounts 





(446) 

(461) 

(473) 



ToiaJ Non-Redeemable Preferred Stock 



$7,958 

$7,943 

$8,064 




* Also convertible into one share oj $1 50 Subordinated t.u mu lame deferred Stock. 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 12 

Shareholders' Equity, Continued 

Preferred Stock Transactions 


Non-Redeemable 

Preferred 

In Thousands Stock 

Non-Redeemable 

Employees’ 

Preferred 

Stock 

Employees’ 

Preferred 

Stock 

Purchase 

Accounts 

Total 

Non-Redeemable 

Preferred 

Srock 

Balance January 31,1993 

$6,044 

$2,810 

$(549) 

$8,305 

Conversion of employees’ preferred 

into $1.50 preferred 

9 

(9) 

0 

0 

Conversion of employees preferred 
into common 

0 

099) 

0 

(199) 

Other 

(60) 

(58) 

76 

(42) 

Balance January 31, 1994 

5,993 

2,544 

(473) 

8.064 

Conversion of employees’ preferred into 
$1.50 preferred 

3 

(3) 

0 

0 

Conversion of employees’ preferred into 

common 

0 

(122) 

0 

(122) 

Other 

(2) 

(9) 

12 

1 

Balance January 31, 1995 

5,994 

2,410 

(461) 


Other 

0 

0 

15 

15 

Balance January 31, 1996 

$5,994 

$2,410 

$(446) 

$7,958 


Subordinated Serial Preferred Stock (Cumulative): 

Seated and redemption values for Series 1 are $40 per share and for Series 3 and 4 are each $100 per share; 
liquidation value lor Series 1—$40 per share plus accumulated dividends and for Series 3 and 4—$100 per share plus 
accumulated dividends. 

The Company's shareholders’ rights plan grants to common shareholders the right to purchase, at a specified 
exercise price, a traction of a share of subordinated serial preferred stock. Series 6, in the event of an acquisition of, or 
an announced tender offer for, 10% or more of the Company’s outstanding common stock. Upon any such event, 
each right also entitles the holder (other than the person making such acquisition or tender offer) to purchase, at the 
exercise price, shares of common stock having a market value of twice the exercise price. In the event the Company is 
acquired in a transaction in which the Company is not the surviving corporation, each right would entitle its holder 
to purchase, at the exercise price, shares of the acquiring company having a market value of twice the exercise price. 
The rights expire in August 2000, are redeemable under certain circumstances for $.01 per right and are subject to 
exchange for one share of common stock or an equivalent amount of preferred stock at any time after the event which 
makes the rights exercisable and before a majority of the Company’s common stock is acquired. 

$1.50 Subordinated Cumulative Preferred Stock: 

Stated and liquidation values and redemption price—$30 per share. 
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NOTE 12 

Shareholders’ Equity, Continued 

Employees Subordinated Convertible Preferred Stock: 

Stated and liquidation values—$30 per share. 

Common Stock: 

Common stock—$1 par value. Authorized: 40,000,000 shares; issued: January 31, 1996—24,844,036 shares; 
January 31, 1993—24,832,127 shares. There were 488,464 shares held in treasury at January 31, 1996 and 1995. 

Each outstanding share is entitled to one vote. At January 31, 1996, common shares were reserved as follows: 177,536 
shares for conversion of preferred stock; 1,553,100 shares for the 1987 Stock Option Plan; 200,000 shares for 
executive stock options; 22,427 shares for the Restricted Stock Plan for Directors; and 918,248 shares for the Genesco 
Employee Stock Purchase Plans. 

Restrictions on Dividends and Redemptions of Capital Stock: 

The Company's charter provides that no dividends may be paid and no shares of capital stock acquired for value il 
there are dividend or redemption arrearages on any senior or equally ranked stock. Exchanges of subordinated serial 
preferred stock for common stock or other stock junior to such exchanged stock are permitted. 

The February 1, 1993 indenture, under which the Company’s 10 3/8% senior notes due 2003 were issued, limits 
the payment of dividends and redemptions of capital stock to the sum of $10 million plus (i) 50% of Consolidated 
Net Income (as defined) after April 30, 1993 and (ii) the aggregate Net Proceeds (as defined) received from the 
issuance or sale of capital stock after February 1* 1993. At January 31, 1996, the Company was in a deficit position of 
$109,655,000 in its ability to pay dividends. 

Due to the above restrictions, the Company suspended dividends in the fourth quarter of Fiscal 1994 and now has 
cumulative dividend arrearages in the amount of $192,738 for Series 1, $209,817 for Series 3, $175,403 for Series 4, 
and $101,232 for $1.50 Subordinated Cumulative Preferred Stock. 


Changes in the Shares of the Companys Capital Stock 



Common 

Stock 

Redeemable 

Preferred 

Stock 

Non- 

Redeemable 

Prd erred 

Stock 

Employees' 

Preferred 

Stock 

Issued at January 31,1993 

23,657,879 

1,052 

103,544 

93,648 

Exercise of options and warrants 

1,101,082 

0 

0 

0 

Redemptions 

0 

(1.052) 

(600) 

0 

Other 

33,680 

0 

300 

(8,857) 

Isstied a t J a n uary 31. 1994 

24,792,641 

0 

103.244 

84,791 

Other 

39,486 

0 

50 

(4,478) 

Issued at January 31, 1995 

24,832,127 

0 

103,294 

80,313 

Exercise of options 

7,625 

0 

0 

0 

Other 

4,284 

0 

0 

0 

Issued at January 31, 1996 

24,844,036 

0 

103,294 

80,313 

Less treasury shares 

488,464 

0 

0 

0 

Outstanding at January 31* 1996 

24,355,572 

0 

103*294 

80,313 
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NOTE 13 

Income Taxes 

The Company adopted SFAS No. 109, “Accounting For Income Taxes,” effective February 1, 1993. The adoption 
of SFAS No. 109 had no effect on net earnings for Fiscal 1994. SFAS No. 109 permits the recognition of a deferred 
tax asset if it is more likely than not that the future tax benefit will be realized. The Company does not recognize 
a deferred tax asset except to the extent future years' deductible items will offset future years' taxable items or will, 
as loss carrybacks, generate a refund in the current and two previous years. 

Income tax expense (benefit) is comprised of the following: 


In Thousands 

1996 

1995 

1994 

Current 




U.S. federal 

$ 0 

$(1,693) 

5(2.962) 

Foreign 

25 

741 

438 

State 

0 

10 

(377) 

Deferred 




U.S. federal 

0 

1,699 

787 

Foreign 

0 

0 

(24) 

State 

0 

0 

238 

Income tax before discontinued operations 

25 

757 

(1,900) 

Discontinued operations 

0 

0 

1,905 

Total Income Tax Expense 

$25 

$ 757 

$ 5 
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NOTE 13 

Income Faxes, Continued 

Deferred tax assets and liabilities are comprised of the following: 



January 31* 

January 31, 

hi Thousands 

1996 


1995 

Pensions 

$ (885) 


S (885) 

Other 

(346) 


(347) 

Cross deferred tax liabilities 

(1,231) 


(1*232) 

Net operating loss carryforwards 

25,399 


12,567 

Net capital loss carryforwards 

11,180 


0 

Provisions for discontinued operations and restructurings 

8,437 


24,945 

Inventory valuation 

1,743 


7,092 

Expense accruals 

6,581 


7,053 

Goodwill amortization and writeoff 

0 


3,555 

Allowances for bad debts and notes 

1,711 


2,456 

Uniform capitalization costs 

1,937 


2,223 

Depreciation 

2,105 


1,791 

Pensions 

692 


1,881 

Leases 

176 


1,608 

Other 

2,047 


1,647 

Tax credit carryforwards 

1,200 


1,496 

Gross deferred tax assets 

63,208 


68,314 

Deferred tax asset valuation allowance 

(61,977) 


(67,082) 

Net Deferred Fax Assets 

$ 0 


$ 0 

The Company has net operating loss carryforwards available to offset future U.S. taxable income of approximately 

$65,971,000 expiring in 2010 and 2011. The Company also has capital loss 

carryforwards available to 

offset future 

U.S. capital gains of approximately $29,038,000 expiring in 2001. 




Reconciliation of the United States federal statutory rate to the Company’s effective tax rate is as follows: 



1996 1995 

1994 

U. S. federal statutory rate of tax 

34.00% 34.00% 

34.00% 

State taxes (net of federal income tax benefit) 

4.50 

0 

0 

Changes in valuation allowance 

(38.5) 

0 

0 

Operating losses with no current tax benefit 

0 (34.00) 

(33.27) 

Other 

(.01) 

0 

(.74) 

Effective Tax Rate 

(.01%) .00% 

(.01%) 
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NOTE 14 

Employee Retirement Benefits 

Retirement Plan 

The Company sponsors a non-contribiitory> defined benefit pension plan. Effective January 1, 1996 che Company 
amended the plan to change the pension benefit formula to a cash balance formula from the existing benefit 
calculation based upon years of service and final average pay. The benefits accrued under the old formula were frozen 
as of December 31, 1995. Upon retirement, the participant will receive this accrued benefit payable as an annuity. In 
addition, the participant will receive as a lump sum (or annuity if desired) the amount credited to their cash balance 
account under the new formula. 

Under the amended plan, beginning January 1 > 1996 the Company credits each participant s account annually 
with an amount equal to 4% of the participants compensation plus 4% of the participants compensation in excess 
ol the Social Security taxable wage base. Beginning December 31, 1996 and annually thereafter, the account balance 
of each active participant will be credited with 7% interest calculated on the sum of the balance as of the beginning 
of the plan year and 50% of the amounts credited to the account, other than interest, for the plan year. The account 
balance of each participant who is inactive will be credited with interest at the lesser of 7% or the 30 year Treasury 
interest rate. 

Pension Expense 


In Thousands 

1996 

1995 

1994 

Service cost of benefits earned during the year 

$ 1,914 

$ 2,309 

$ 1,808 

Interest on projected benefit obligation 

6,621 

6,430 

6,141 

Actual return on plan assets 

(12,522) 

(933) 

(5,341) 

Deferral of current period asset gains (losses) 

7,089 

(4,256) 

451 

Amortization of prior service cost 

388 

388 

463 

Amortization of net loss 

171 

1,385 

345 

Amortization of transition obligation 

983 

983 

983 

Total Pension Expense 

$ 4,644 

$ 6,306 

S 4,850 


Actuarial Assumptions 



1996 

1995 

Weighted average discount rate 

7.00% 

8.50% 

Salary progression rate 

5.00% 

5.00% 

Expected long-term rate of return on plan assets 

9.50% 

9.50% 


The weighted average discount rate used to measure the benefit obligation decreased from 8.50% to 7.00% from 
Fiscal 1995 to Fiscal 1996. The decrease in the rate increased the accumulated benefit obligation by $12,073,000 and 
increased the projected benefit obligation by $15,661,000. The weighted average discount rate increased from 7.00% 
to 8.50% from Fiscal 1994 to Fiscal 1995. The increase in the rate decreased the accumulated benefit obligation by 
$11,867,000 and decreased the projected benefit obligation by $16,217,000. 
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NOTE 14 

Employee Retirement Benefits* Continued 


The following table sets forth the funded status of the plan as of the measurement date (December 31) for the 
respective fiscal year: 

Funded Status 


hi Thousands 

19% 

1995 

Actuarial present value of benefit obligations: 

Vested benefit obligation 

Non-vested benefit obligation 

$83,833 

1,242 

$68,500 

1,031 

Accumulated benefit obligation 

$85,075 

$69,531 

Projected benefit obligation for services rendered to date 

Plan assets at fair value, primarily cash equivalents, common stock, notes and real estate 

$99,058 

68,550 

$82,097 

53,760 

Projected Benefit Obligation in Excess of Plan Assets 

$30,508 

$28,337 


Plan assets for 1995 include Company related assets of $575*000 which consisted of properties leased to the 
Company. At January 31, 1996, there are no Company related assets in the plan. 

Balance Sheet Effect 

SFAS No. 87 requires the Company to recognize a pension liability ($16,525,000 for 1996 and $15,771,000 for 
1995) equal to the amount by which the actuarial present value of the accumulated benefit obligation ($85,075,000 
for 1996 and $69,531,000 for 1995) exceeds the fair value of the retirement plan's assets ($68,550,000 for 1996 and 
$53,760,000 for 1995). A corresponding amount is recognized as an intangible asset to the extent of the unamortized 
prior service cost and unamortized transition obligation. Any excess of the pension liability above the intangible 
pension asset is recorded as a separate component and reduction of shareholders equity. In 1996, this resulted in the 
recording of an intangible asset of $8,051,000 and a reduction to shareholders' equity of $8,244,000. In the prior 
year, an intangible asset of $9,422,000 and a reduction to shareholders' equity of $2,613,000 was recorded in the 
Company’s balance sheet. The increase in the charge to shareholders’ equiry from $2,613,000 in Fiscal 1995 to 
$8,244,000 in Fiscal 1996 results primarily from the decrease in the weighted average discount rate. 
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NOTE 14 

Employee Retirement Benefits, Continued 


A reconciliation ol the plan's funded status to amounts recognized in die Company’s balance sheet follows: 


In Thousands 

1996 

1995 

Projected benefit obligation in excess of plan assets 

$(30,508) 

$(28,337) 

Unamortized transition obligation 

5,897 

6,880 

Unrecognized net actuarial losses 

22,227 

15,179 

Unrecognized prior service cost 

2,154 

2,542 

Accrued pension cost 

(230) 

(3,736) 

Amount reflected as an intangible asset* 

(8,051) 

(9,422) 

Amount reflected as minimum pension liability adjustment** 

(8,244) 

(2,613) 

Amount Reflected as Pension Liability*** 

$(16,525) 

$(15,771) 


Included in other non-current assets in the balance sheet. 

** Included as a component of shareholders’ equity in the balance sheet. 

*** Included in other long-term liabilities in the balance sheet. 

Section 401 (k) Savings Plan 

The Company has a Section 401 (k) Savings Plan available to employees who have completed one full year of 
service and are age 21 or older. 

Concurrent with the January 1, 1996 amendment to the pension plan (discussed previously), the Company 
amended the 401 (k) savings plan to make matching contributions equal to 50% of each employees contribution of 
up to 5% of salary. Matching funds vest after five years of service with the Company. Years of service earned prior to 
the adoption of this change contribute toward the vesting requirement. For the one month period since amendment 
to the end of the fiscal year, the contribution expense to the Company for the matching program was approximately 
$40,000. 
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Note 15 

Other Benefit Plans 

Prior to Fiscal 1996 the Company contributed to a multiemployer pension plan applicable to all hourly-paid 
employees of its tailored clothing division covered by collective bargaining agreements. As a result of the Companys 
decision to liquidate The Greif Companies mens tailored clothing business, the Company provided for its estimated 
union pension withdrawal liability' (see Note 2). Pension costs and amounts contributed to the plan during Fiscal 
1995 and 1994 were $1,831,000 and $2,232,000, respectively. 

The Company provides health care benefits for early retirees and life insurance benefits for certain retirees not 
covered by collective bargaining agreements. Under the health care plan, early retirees are eligible for limited benefits 
until age 63. Employees who meet certain requirements are eligible for life insurance benefits upon retirement. 

The Company implemented SFAS No. 106 “Employers’ Accounting for Postretirement Benefits Other 1 han 
Pensions’’ in the first quarter of 1994. In the past the Company expensed the cost of postretirement benefits as 
incurred. The adoption of SFAS No. 106, which requires the accrual of such benefits during the period in which the 
employee renders service, resulted in a net charge to income of $2,273,000 for the cumulative effect of the change in 
accounting principle for periods prior to 1994, which were not restated. The $2,273,000 represents the actuarial 
present value of the accumulated postretirement benefit obligation (the “APBCT) at February 1, 1993 which the 
Company elected to charge in the first quarter of Fiscal 1994. 


Post retirement benefit expense was $236,000, $217,000 and $243,000 for Fiscal 
respectively. The components of postretirement benefit expense follow: 

1996. 1995 and 1994. 


In Thousands 

1996 

1993 

1994 

Service cost of benefits earned during the year 

$ 64 

$ 70 

$ 63 

Interest cost on accumulated postretirement 




benefits 

192 

147 

182 

Net Periodic Postretirement Benefit Cost 

$256 

$217 

$245 


The funded status of the plan and amounts recognized in the financial statements at January 31. 1996 and 1993 were 
as follows: 


In Thousands 

1996 

1995 

Postretirement benefit liability at beginning of year 

$1,929 

$2,447 

Net periodic postretirement benefit cost 

256 

217 

Cash expenditures for benefits 

(162) 

(164) 

(Gain) loss due to actual experience 

376 

(317) 

Increase (decrease) in liability due to change in discount rate 

294 

(254) 

Postretirement benefit liability 

2,693 

1,929 

Unrecognized net (loss) gain 

(289) 

381 

Postretirement Benefit Liability Recognized in Financial Statements 

$2,404 

$2,310 
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Note 15 

Other Benefit Plans, Continued 

At January 31, 1995, the weighted average discount rate used to determine the ABO increased from 7.00% to 
8.50% resulting in an unrecognized net gain of $254,000. The weighted average discount rate used to determine the 
APBO at January 31, 1996 was 7%. The decrease from the previous year’s rate of 8.5% resulted in an unrecognized 
loss of $294,000. The APBO was determined using an assumed annual increase in the health care cost trend rate of 
10.50% for Fiscal 1996. The trend rate is assumed to decrease gradually to 5.0% by Fiscal 2013. A one percentage 
point increase in the assumed health care cost trend rate would increase the APBO by approximately $200,000 and 
increase the aggregate of the service and interest cost components of net periodic postretirement benefit expense for 
the fiscal year by approximately $23,000. 


NOTE 16 

Supplemental Cash Flow Information 


In Thousands 


1996 

1995 

1994 

Net cash paid (received) for: 





Interest 


$9,146 

$11,227 

$ 6,865 

Income taxes 


(802) 

(2,457) 

(273) 

Noncash investing and financing activities: 

Fixed assets acquired under capital leases 


$ 0 

$ 0 

$ 428 

Business acquisition: 

Fair value of assets acquired 


$ 0 

$ 0 

$13,119 

Liabilities assumed 


0 

0 

1,743 

Cash Paid for Acquisition 


$ 0 

$ 0 

$11,376 
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NOTE 17 

Employee Stock Plans 

Stock Option Plans 



1996 

1995 

Options outstanding at beginning of period 

1,261,904 

1,363,058 

Options granted—1987 Stock Option Plan 

245,500 

991,375 

Options granted—Genesco Employee Stock Purchase Plans 

134,752 

66,158 

Options exercised—1987 Stock Option Plan 

(7,625) 

(1,875) 

Options exercised —Genesco Employee Stock Purchase Plans 

(4,284) 

(9,527) 

Options expired—Key Executives Stock Option Plan 

0 

(22,000) 

Options cancelled—-Genesco Employee Stock Purchase Plans 

(44,162) 

(55,185) 

Options cancelled—1987 Stock Option Plan 

(143,825) 

(1,070,100) 

Total options outstanding at end of period 

1,442,260 

1,261,904 

Shares reserved for future options 

1,051,515 

1,243,780 

Total Shares Reserved 

2,493,775 

2,505,684 


Under the 1987 Stock Option Plan, options to purchase 1,273,525 shares were outstanding at a weighted average 
exercise price of $3.46 per share. These options, held by 55 individuals, expire between August 21, 1999 and 
December 22, 2005. Options to purchase 584,772 shares are currently exercisable. 

Under the Genesco Employee Stock Purchase Plans, options to purchase 166,735 shares were outstanding at a 
weighted average exercise price of $3.45 per share. Unless withdrawn by the participants, these options may be 
exercised on September 30, 1996. There are approximately 260 employees participating in the plan. 

In addition to the above stock option plans, there were 200,000 executive stock options outstanding and 
exercisable at a weighted average exercise price of $2.13 per share. 

Stock Purchase Plans 

Stock purchase accounts arising out o( sales to employees prior to 1972 under certain employee stock purchase plans 
amounted to $454,000 and $469,000 at January 31, 1996 and 1995, respectively, and were secured at January 31, 1996, 
by 21,497 employees preferred shares and 325 common shares. Payments on stock purchase accounts under the stock 
purchase plans have been indefinitely deferred. No further sales under these plans are contemplated. 
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Note 18 

Legal Proceedings 

Tennessee Environmental Proceedings 

The Company is subject to several administrative orders issued by the Tennessee Department of Environment and 
Conservation directing the Company to implement plans designed to remedy possible ground water contamination 
and to manage source area material which was generated by a divested operating division and which was deposited on 
a site in a rural area near Nashville, Tennessee. Substantially all source material and ground water remedial actions 
have been implemented. The Company believes that it has hilly provided for the costs to be incurred with respect to 
these remedial actions. 

New York State Environmental Proceedings 

The Company is a defendant in two separate civil actions filed by the State of New York; one against the City of 
Gloversville, New York, and 33 other private defendants and the other against the City of Johnstown, New York, and 
14 other private defendants. In addition, third party complaints and cross claims have been filed against numerous 
other entities, including the Company, in both actions. These actions arise out of the alleged disposal of certain 
hazardous material direcdy or indirectly in municipal landfills. The complaints in both cases allege the defendants, 
together with other contributors to the municipal landfills, are liable under a federal environmental statute and certain 
common law theories for the costs of investigating and performing remedial actions required to be taken with respect 
to the landfills and damages to the natural resources. 

The environmental authorities have issued decisions selecting plans of remediation with respect to the Johnstown 
and Gloversville sites w'hich have total estimated costs of $16.5 million and $28.3 million, respectively. 

The Company has filed answers to the complaints in both the Johnstown and Gloversville cases denying liability 
and asserting numerous defenses. Because of uncertainties related to the ability or willingness oi the other defendants, 
including the municipalities involved, to pay a portion of future remediation costs, the availability of State funding to 
pay a portion of future remediation costs, the insurance coverage available to the various defendants, the applicability 
of joint and several liability' and the basis for contribution claims among the defendants, management is presently 
unable to predict the outcome or to estimate the extent of liability the Company may incur with respect to either of 
the Johnstown or Gloversville actions. 
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Note 18 

Legal Proceedings, Continued 

In November 1995 the Company responded to a request for information dated October 23, 1995 from the New 
York Srate Department of Environmental Conservation (the “Department") regarding the site of a knitting mill 
operated by the Company or a former subsidiary from 1965 to 1969. The Company has received notice from the 
Department that it deems remedial action to be necessary with respect to certain contaminants in the vicinity of the 
facility. The owner of the site has advised the Company that it intends to hold the Company responsible for any 
required remediation or other damages incident to the contamination. The Company has not ascertained what 
responsibility, if any, it has for any contamination in connection with the facility and is unable to predict whether its 
liability in this connection, if any, will have a material effect on its financial condition or results of operations. 

Whitehall Environmental Sampling 

The Michigan Department of Environmental Quality (“MDEQ”) has performed sampling and analysis of soil, 
sediments, surface water, groundwater, and waste management areas at the Company’s Volunteer Leather Company 
facility in Whitehall, Michigan. MDEQ advised the Company that it w r ould review' the results of the analysis for 
possible referral to the EPA for action under the Comprehensive Environmental Response Compensation and 
Liability Act. However, the Company is cooperating w’ith MDEQ and has been advised by MDEQ that no EPA 
referral is presently contemplated. Neither MDEQ nor the EPA has threatened or commenced any enforcement 
action. In response to the testing data, the Company submitted and MDEQ approved, a work plan. The plan 
provides, among other things, for fencing a waste disposal area to reduce the likelihood of human contact with any 
hazardous substances which may be in the area, installing an erosion barrier along a portion of the shore of White 
Lake adjoining the facility, and performing testing and analysis to determine what additional remediation may be 
necessary. The Company does not believe that the installation of an erosion barrier and fencing and the testing 
anticipated by the conceptual work plan will have a material effect on its financial condition or results of operations, 
bur is unable to determine whether additional remediation activities, if any, would have a material effect on its 
financial condition or results of operations. 
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Note 18 

Legal Proceedings, Continued 
Preferred Shareholder Action 

On January 7, 1993, 23 former holders of the Company’s series 2, 3 and 4 subordinated serial preferred stock filed 
a civil action against the Company and certain officers in the United States District Court for the Southern District 
of New York (the “U.S. District Court Action’). The plaintiffs allege that the defendants misrepresented and failed to 
disclose material facts to representatives of the plaintiffs in connection with exchange offers which were made by the 
Company to the plaintiffs and other holders of the Company’s series 1, 2, 3 and 4 subordinated serial preferred stock 
from June 23, 1988 to August 1, 1988. The plaintiffs contend that had they been aware of the misrepresentations and 
omissions, they would not have agreed to exchange their shares pursuant to the exchange offers. The plaintiffs allege 
breach of fiduciary duty and fraudulent and negligent misrepresentations and seek damages in excess of $10 million, 
costs, attorneys’ fees, interest and punitive damages in an unspecified amount. By order dated December 2, 1993, the 
U.S. District Court denied a motion for judgement on the pleadings filed on behalf of all defendants. On July 6, 
1994, the court denied a motion for partial summary judgement filed on behalf of the plaintiffs. The Company and 
the individual defendants intend to defend the U.S. District Court Action vigorously. The Company is unable to 
predict if the U.S. District Court Action will have a material adverse effect on the Company’s results of operations or 
financial condition. 

Texas Interference Action 

On October 6, 1993, a prior holder of a license to manufacture and market western boots and other products 
under a trademark now licensed to the Company filed an action in the District Court of Dallas County, Texas against 
the Company and a contract manufacturer alleging tortious interference with a business relationship, breach of 
contract, tortious interference with a contract, breach of a confidential relationship and civil conspiracy based on the 
Company’s entry into the license. The Company filed an answer denying all the material allegations of the plaintiff’s 
complaint. The Company is unable to predict whether the outcome of the litigation will have a material effect on its 
financial condition or results of operations. 
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NOTE 19 

Business Segment Information 


In Thousands 

1996 

1995 

1994 

Sales to Unaffiliated Customers: 




Footwear (shoes and accessories): 




Retail 

$243,303 

$234,448 

$231,456 

Wholesale and manufacturing 

191.272 

228,453 

236,435 

Total Sales 

$434,575 

$462,901 

5467,891 


Pretax Earnings (Loss): 

Footwear (shoes and accessories): 


Retail 

$17,881"' 

$16,925°' 

$(3,84 ir 

% of applicable sales 

7.3% 

7.2% 

(1.7%) 

Wholesale and manufacturing 

(1,254)'» 

(I2.105P 

873'” 

% of applicable sales 

(0.7%) 

(5.3%) 

0.4% 

Operating income (loss) 

16,627 

4,820 

(2,968) 

% of total sales 

3.8% 

1.0% 

(0.6%) 

Corporate expenses: 




Interest expense 

(9,645) 

(11,955) 

(11,030) 

Other corporate expenses 

(11,238) 

(15,522)"' 

(16,467)'” 

Gain on divestiture 

0 

4,900 

677 

Total Pretax Loss 

$(4,256) 

$(17,757) 

$(29,788) 

% of total sales 

(1.0%) 

(3.8%) 

(6.4%) 


(1) Includes an asset impairment loss of $978,000. 

(2) Includes a restructuring charge in Fiscal /996 of SN. H6.000. 

(3) Includes a restructuring charge m Fiscal 1995 as follows: Footurar Retail $236,000, Footwear Wholesale and Manufacturing $20,578.000 and 
Corporate $1,300,000. 

(41 Includes a restructuring charge in Fiscal 1994 as follows: Footurar Retail $8,673*000, Foonvear Wholesale dnd Manufacturing $3,242,000 and 
Corporate $404,000. 
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Notes to Consolidated Financial Statements 

Genesco Inc. and Consolidated Subsidiaries 


NOTE 19 

Business Segment Information, Continued 


In Thousands 

1996 

1995 

1994 

Assets: 




Foorwear: 




Retail 

$ 67,482 

$ 69,287 

$ 66,922 

Wholesale and manufacturing 

74,290 

115,601 

140,530 

Total footwear 

141,772 

184,888 

207,452 

Mens apparel 

0 

28,984 

73,644 

Corporate assets 

56,034 

30,006 

28,290 

Total Assets 

$197,806 

$243,878 

$309,386 

Depreciation and Amortization: 




Footwear: 




Retail 

$ 4,755 

$ 4,735 

$ 5,027 

Wholesale and manufacturing 

1,691 

2,759 

3,339 

Total footwear 

6,446 

7,494 

8,366 

Men’s apparel 

0 

1,305 

1,883 

Corporate 

908 

455 

474 

Total Depreciation and Amortization 

$ 7,354 

$ 9,254 

$ 10,723 

Additions to Plants Equipment and Capital Leases: 




Footwear: 




Retail 

$ 4,364 

$ 3,181 

$ 3,254 

Wholesale and manufacturing 

2,514 

2,129 

3,738 

Total footwear 

6,878 

5,310 

6,992 

Men’s apparel 

9 

198 

993 

Corporate 

1,677 

242 

371 

Total Additions to Plant, Equipment and Capital Leases 

$ 8,564 

$ 5,750 

$ 8,356 
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Notes to Consolidated Financial. Statements 

(lenesco Inc. and Consolidated Subsidiaries 


NOTE 20 

Quarterly Financial Information (Unaudited) 

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Fiscal Year 


In Thousands 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

Net sales 

$93,225 

$100,221 

$109,600 

$114,166 

$111,994 

$123,199 

$119,756 

$125,315 

$434,575 

$462,901 

Gross margin 

Pretax earnings 

35,537 

38,176 

42,499 

42.887 

45,292 

46,357 

49,504 

45.520 

172,832 

172,940 

(loss) 

Earnings (loss) 

(13,322)' 

" (2.393) 

(1,179V 

51 2,657'- 

4,238* 

(22,750)' 

6,007’’ 

• 4,729 

(4,256) 

(17,757) 

before 

discontinued 

operations 

(13,331) 

(2.534) 

(1,185) 

2,285 

4,231 

(22,973) 

6,004 

4,708 

(4,281) 

(18,514) 

Net earnings (loss) 
Earnings (loss) per 

(678) 1 

11 (2.673) 

514’ 

1 (516) 

4,231 

(93.160) 

" 6,004 

15,15? 

•* 10,071 

(81.192) 

common share: 











Before 











discontinued 











operations 
Net earnings 

(.55) 

(.11) 

(.05) 

.09 

.17 

(.95) 

.24 

.19 

(.19) 

(.77) 

(loss) 

(.03) 

(.11) 

.02 

(.02) 

.17 

(3.83) 

.24 

.62 

.40 

(3.35) 


Includes a restructuring charge of $14,I13,000 {see Note 2). 

L ' Includes excess provision for discontinued operations of$12,653,000 (see Note 2). 

'' Includes a restructuring charge of $2.216,000 {see Note 2). 

Includes excess provision for discontinued operations of $ / ,699,000 (see Note 2). 

' Includes $4,900,000 of additional gam on the divestiture of the Company's Canadian operations. 

*'■ Includes a restructuring credit of$1,170,000 and a $978,000 charge for impaired assets (see Note 2). 

Includes a restructuring charge of $22, / 14.000 (see Note 2). 

'*■ Includes a provision for discontinued operations of $68,587000 {see Note 2). 

7 Includes a restructuring credit of $1,013,000 (see Note 21 

Includes $10,449,000 gam from excess provision for discontinued operations (see Note 2). 
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Board of Directors and Corporate Officers 


Board of Directors 

David M. Chamberlain 
Chairman , President 
and Chief Executive Officer 
Genesco Inc. 

Member of the nominating committee 

W. Lipscomb Davis, Jr. 

Partner - Hillsboro Enterprises 
Nashville, Tennessee 

Chairman of the nominating committee, 
member of the audit committee 

John Diebold 

Chairman — The JD Consulting Group 
Bedford Hills, New York 
Member of the compensation and 
nominating committees 

Richard H. Evans 

Executive Vice President and 
Chief Operating Officer 
Gaylord Entertainment Company 
Nashville, Tennessee 

Harry D. Garber 

Retired Chairman — Genesco Inc . 

Garden City New York 
Chairman of the finance committee , 
member of the audit and 
nominating committees 

Joel C. Gordon 

Chairman — The Gordon Group 
Nashville, Tennessee 
Chairman of the audit committee 
and member of the compensation and 
finance committees 

William A. Williamson, Jr 

Chairman — Kowaliga Capital 
Montgomery , Alabama 
Chairman of the compensation committee 
and member of the audit and 
fituince committees 

William S. Wire 11 

Retired Chairman — Genesco Inc. 
Nashville , Tennessee 
Member of the nominating 
and finance committees 


Corporate Officers 

David M. Chamberlain 
Chairman, President and 
Chief Executive Officer 
7years with Genesco 

T. Neale Attenborough 

Executive Vice President - Operations 
2 years with Genesco 

Ben T. Harris 

Executive Vice President - Operations 
29 years with Genesco 

James S. Gulmi 

Senior Vice President — Finance , 
Treasurer and Chief Financial Officer 
24 years with Genesco 

Fowler H. Low 

Senior Vice President 
33 years with Genesco 

James W. Boscamp 
Senior Vice President 
4 years ivith Genesco 

Roger G. Sisson 

Secretary and General Counsel 

2 years with Genesco 

Steven E. Little 

Vice President, Administration 
31 years with Genesco 

Matthew' N. Johnson 
Assistant Treasurer 

3 years with Genesco 

Paul D. Williams 

Chief Accounting Officer 
19 years with Genesco 
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Corporate information 


Annual Meeting of Shareholders 

The annual meeting of shareholders will 
he held Wednesday, June 26, 1996 at 
10:00 a.m. CDT, at the corporate headquarters 
in Genesco Park, Nashville, Tennessee. 

C< )rporatl Headquarters 
Genesco Park 
1415 Murfreesboro Road 
PO. Box 731 

Nashville , Tennessee 37202-0731 

Independent Accountants 

Price Waterhouse LLP 
4400 Harding Road 
Nashville , Tennessee 37205 

Transfer Agent and Registrar 

Communications concerning stock 
transfer, preferred stock dividends, 
consolidating accounts, change of address and 
lost or stolen stock certificates should be 
directed to the transfer agent. When 
corresponding with the transfer agent, 
shareholders should state the exact name(s) in 
which the stock is registered and certificate 
number, as well as old and new information 
about the account. 

First Chicago Trust Company of New York 

Stock Transfer Department 

PCX Box 2500\ Suite 4693 

Jersey City NJ 07303-2500 

Phone (201) 324-0313 

E-Mail: FCTD&DELPHL COM 


Investor Relations 

Security' analysts, portfolio managers or 
other investment community representatives 
should contact: 

James S. Gulnti 

Senior Vice President - Finance, 

Treasurer and Chief Financial Officer 
Genesco Park , Suite 490 
PO. Box 731 

Nashville, Tennessee 37202-0731 
(615) 367-8325 

Form 10-K 

Each year Genesco files with the Securities 
and Exchange Commission a Form 10-K 
which contains more detailed information. 
Any shareholder who would like to receive, 
without charge, a single copy (without 
exhibits), or who would like to receive extra 
copies of any Genesco shareholder publication 
should send a request to: 

Claire S. McCall 
Genesco Corporate Relations 
Genesco L y ark, Suite 490 
PO. Box 731 

Nashville , Tennessee 37202-0731 
(615) 367-8281 

Common S lock Listing 
New York Stock Exchange , 

Chicago Stock Exchange 
Symbol: GCO 


Securities Information 



Fiscal 

1996 

Fiscal 

1995 

Fiscal 

1994 


High 

Low 

High 

Low 

High 

Low 

Quarter ended April 30 

4 

2 

4 7/8 

3 5/8 

11 1/2 

8 3/4 

Quarter ended July 31 

4 1/2 

3 

4 1/8 

2 3/4 

11 1/2 

6 7/8 

Quarter ended October 31 

4 7/8 

3 3/4 

3 3/8 

2 1/8 

9 1/4 

5 3/4 

Quarter ended January 31 

4 1/4 

2 7/8 

2 3/8 

1 5/8 

6 7/8 

4 
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Sharf.hoi.der Information 


Shareholder 
Information Line 

Last year, Genesco established a 
toll-free shareholder information line 
to provide shareholders with timely 
information about the Company* 
Shareholders can obtain the latest 
financial releases and news updates, as 
soon as they are available, by dialing 
1 -800-6400-GCO (1-800-640-0426)* 

Genesco no longer issues quarterly 
shareholder reports. Quarterly 
financial information is now sent by 
request only. If you wish to receive 
quarterly financial information during 
Fiscal 1997, please call the shareholder 
information line at 1-800-6400-GCO 
(1-800-640-0426). 

The Company updates the list of 
quarterly information recipients 
annually and reminds shareholders to 
call each year if they wish to remain 
on the list. 
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